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Background 

The  Office  of  the  Comptroller  of  the  Currency  (OCC) 
was  established  in  1863  as  a  bureau  df  the  Department 
of  the  Treasury  The  OCC  is  headed  by  the  Comptroller 
who  is  appointed  by  the  President,  with  the  advice  and 
consent  of  the  Senate,  for  a  5-year  term 

The  OCC  regulates  national  banks  by  its  power  to 

•  Approve  or  deny  applications  for  new  charters, 
branches,  capital  or  other  changes  in  corporate  or 
banking  structure, 

•  Examine  the  banks, 

•  "ake  supervisory  actions  against  banks  which  do 
not  conform  to  laws  and  regulatidns  or  which  other¬ 
wise  engage  in  unsound  banking  practices,  includ¬ 
ing  removal  of  officers,  negotiation  of  agreements 
to  change  existing  bank  practices  and  issuance  of 
cease  and  desist  orders,  and 

•  issue  rules  and  regulations  concerning  banking 
practices  and  governing  bank  lending  and  invest¬ 
ment  practices  and  corporate  structure 

"  e  OCC  divides  the  United  States  into  six  geographi- 

/vith  each  headed  by  a  Deputy  Comptrol- 

funded  through  assessments  on  the 


H  Joe  Selby 
Michael  A  Mancusi 
(Vacant) 
Richard  V  Fitzgerald 
Carol  M  Beaumier  (Acting) 


The  Comptroller 

Robert  Logan  Clarke  became  the  26th  Comptroller  of 
the  Currency  on  December  10,  1985. 

By  statute,  the  Comptroller  serves  a  concurrent  term  as 
a  Director  of  the  Federal  Deposit  Insurance  Corpora¬ 
tion,  a  member  of  the  Federal  Financial  Institutions 
Examination  Council  and  a  nonvoting  member  of  the 
Depository  Institutions  Deregulation  Committee 

An  attorney.  Mr.  Clarke  was  formerly  with  the  law  firm  of 
Bracewell  &  Patterson  in  Houston,  Texas  He  joined  the 
firm  in  1968  and  founded  its  Banking  Section  in  1972 

Mr  Clarke  received  a  B  A  degree  from  Rice  University 
in  1963  and  an  LL  B  degree  from  Harvard  University 
Law  School  in  1966  He  served  as  a  Captain  in  the 
United  States  Army  from  1966  to  1968 


vernal  of  record  for  the  most  significant  actions  and  policies  of  the  Office  of  the  Comptroller  of 
pur  times  a  year  m  March,  June,  September  and  December  The  Quarterly  Journal  includes 

banking  structure,  selected  speeches  and  testimony,  material  released  in  the  interpretive 
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or  questions  may  be  sent  to  the  Communications  Division,  Office  of  the 
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Operations  of  National  Banks 


The  performance  of  the  economy  during  the  second 
quarter  of  1985  practically  mirrored  that  of  the  first 
quarter.  GNP,  the  principal  barometer  of  economic 
well-being,  grew  at  an  annual  rate  of  only  1 .7  percent 
in  the  second  quarter.  Expansion  was  sluggish  and 
less  than  predicted. 

An  economic  paradox — strong  demand  due  to  an 
expansionary  monetary  policy,  but  weak  domestic 
factory  output — continued  during  the  quarter.  The 
economy's  major  depressant  was  escalating  imports 
and  declining  exports  due  to  the  persisting  strength  of 
the  U  S.  dollar.  Although  the  value  of  the  dollar  re¬ 
ceded  somewhat  from  the  new  highs  set  in  late 
February,  foreign  goods  were  still  attractively  cheap 
while  U.S.  goods  continued  to  be  priced  out  of  foreign 
markets. 

Recently  many  experts  have  said  that  lower  interest 
rates  are  the  key  to  prolonging  the  current  expansion¬ 
ary  cycle.  In  the  fall  of  1984  the  Federal  Reserve 
embarked  on  an  accommodating  monetary  policy  in 
order  to  put  downward  pressure  on  interest  rates  with 
the  hope  of  invigorating  interest  rate-sensitive  sectors 
of  the  economy.  As  a  result,  the  prime  rate,  the  base 
rate  on  corporate  loans  at  large  U.S.  money  center 
commercial  banks,  continued  its  downward  slide  dur¬ 
ing  the  second  quarter.  It  went  from  10  1/2  percent  to 
9  1/2  percent  The  Federal  Reserve  discount  rate  went 
from  8  percent  to  7  1/2  percent  during  the  same  time 
period.  Both  of  these  rates  were  at  7-year  lows. 

National  banks  continued  to  be  affected  by  the  prob¬ 
lems  plaguing  the  farm,  petroleum  and  real  estate 
construction  industries.  Farm  borrowers  were  further 
hurt  by  continued  declines  in  crop  and  livestock 
prices  and,  by  the  end  of  the  second  quarter,  de¬ 
pended  on  agricultural  subsidy  payments  to  supply 
over  half  of  their  income.  Volatile  oil  prices  due  to 
oversupply  and  soft  demand  negatively  affected  pe¬ 
troleum  industry  borrowers.  Overbuilding  in  commer¬ 
cial  real  estate  in  some  markets  adversely  affected 
certain  bank  customers  in  these  geographic  areas. 
Although  the  international  lending  problem  appeared 
to  be  on  the  back  burner,  there  was  no  sign  that  the 
debt  situation  was  improving  in  most  developing 
countries. 

On  June  30,  1985,  there  were  4,963  active  national 
banks.  Twelve  of  these  were  multinational  banks,  the 
largest  national  banks  with  worldwide  operations.  An¬ 


other  group  of  1 72  banks  were  regional  banks  These 
are  national  banks  with  total  assets  of  $1  billion  or 
more,  with  primarily  domestic  operations.  A  third 
group  of  4,779  banks  were  community  banks  These 
are  the  smallest  national  banks,  with  less  than  $1 
billion  in  total  assets. 

Net  income  for  the  first  6  months  of  1985  in  national 
banks  was  $5.0  billion.  This  represented  an  increase 
of  33.6  percent  over  earnings  as  of  June  30,  1 984.  The 
improvement  in  national  bank  profitability  was  due  to 
enhanced  net  interest  margins  during  the  first  6 
months  of  the  year,  particularly  in  the  regional  banks. 
Earnings  also  grew  because  noninterest  income  in 
national  banks  continued  to  increase  faster  than 
noninterest  expense  growth. 

The  decline  in  the  general  level  of  interest  rates,  which 
began  during  the  second  quarter  of  1984,  continued 
throughout  the  first  half  of  1985.  Most  national  banks 
took  advantage  of  this  trend  by  lowering  the  rate  of 
interest  paid  on  liabilities  such  as  deposits  more 
rapidly  than  they  lowered  the  rate  of  interest  charged 
on  loans  and  other  earning  assets.  This  improved  their 
net  interest  margin  or  “spread.” 

The  ratio  of  net  interest  earnings  to  average  earning 
assets  in  the  multinational  banks  was  3.55  percent  as 
of  June  1 985,  an  increase  of  37  basis  points  from  June 
of  1984.  In  the  regional  banks,  the  net  interest  margin 
grew  by  10  basis  points  to  4.80  percent.  When  com¬ 
pared  to  the  first  6  months  of  1984,  the  net  interest 
margin  for  community  banks  remained  relatively  con¬ 
stant,  increasing  by  only  1  basis  point  to  5.24  percent 
as  of  the  second  quarter  of  1985. 

The  amount  of  net  loan  and  lease  charge-offs  contin¬ 
ued  to  grow  in  the  second  quarter  of  1985,  although 
the  rate  of  increase  slowed  slightly  from  what  it  had 
been  in  the  first  quarter  of  the  year.  Because  of 
escalating  loan  losses,  national  banks  found  it  neces¬ 
sary  to  increase  the  provision  for  loan  and  lease  losses 
expense  by  a  hefty  28.8  percent  in  the  first  6  months  of 
1985  over  what  it  had  been  for  the  same  period  in 
1984.  The  increase  in  provision  expense  was  most 
pronounced  in  the  community  and  regional  national 
banks.  Community  banks  saw  this  expense  item  bal¬ 
loon  52.3  percent  from  June  1984  to  June  1985, 
primarily  due  to  worsening  problems  associated  with 
agricultural  borrowers.  In  the  regional  banks,  provision 
expense  was  up  68  0  percent  from  1  year  earlier 
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PROVISION  EXPENSE  IS  HIGHEST 
IN  THE  MULTINATIONAL  NATIONAL  BANKS 
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NET  INTEREST  MARGINS  IN  NATIONAL  BANKS 
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These  large  banks  have  been  adversely  impacted  by 
the  downturn  in  the  farm,  petroleum,  and  commercial 
real  estate  construction  sectors  of  the  economy.  Be¬ 
cause  of  large  charge-offs  made  in  prior  quarters, 
growth  rate  of  this  expense  slowed  to  2.0  percent  at 
multinational  banks. 

National  banks  continued  to  rely  on  noninterest  in¬ 
come  to  augment  total  earnings.  Income  from  fees 
and  service  charges  in  the  first  6  months  of  1985 
increased  16  0  percent  from  June  1984  As  in  the 
past,  it  was  the  largest  national  banks  which  relied 
most  heavily  on  this  earnings  source.  The  ratio  of 
noninterest  income  to  average  assets  increased  24 
basis  points  to  1  30  percent  for  multinational  banks 
from  June  1984  to  June  1985  In  regional  banks,  the 
ncrease  was  7  basis  points  to  1  25  percent  Commu- 
r  7  banks  experienced  a  4  basis  point  growth  in  this 
ratio  of  0  74  percent  in  the  first  6  months  of  1985 
compared  to  the  same  time  period  1  year  ago 

’r  e  faot  th  at  overhead  expenses  grew  at  a  slower  rate 
,r  ar  r  or  Merest  income  also  aided  profitability  in  the 


second  quarter.  Overhead  costs  in  national  banks 
increased  12.7  percent  from  June  1984  to  June  1985. 
The  ratio  of  noninterest  expense  to  average  assets  in 
multinational  banks  increased  28  basis  points  to  2.97 
percent  in  the  first  6  months  of  1985  compared  to  the 
same  time  period  1  year  ago.  For  regional  banks,  the 
increase  was  5  basis  points  to  3.56  percent.  The  ratio 
grew  by  10  basis  points  to  3.35  percent  for  community 
banks. 

The  mean  return  on  average  assets  as  of  June  1985 
went  up  for  both  the  multinational  and  regional  banks, 
and  declined  in  the  community  banks  when  compared 
to  the  figures  posted  as  of  June  30,  1984.  In  the 
multinational  banks,  the  mean  return  on  average  as¬ 
sets  ratio  improved  dramatically,  jumping  from  -0.17 
percent  as  of  second  quarter  1984  to  0  42  percent  as 
of  June  1985.  This  was  because  two  multinational 
banks  which  had  experienced  large  losses  in  1984 
were  profitable  once  again.  In  the  regional  banks, 
return  on  average  assets  of  0.90  percent  was  up  6 
basis  points  from  the  second  quarter  of  1984  Al¬ 
though  still  more  profitable  than  larger  banks,  commu- 
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NET  LOAN  LOSSES  IN  NATIONAL  BANKS 
INCREASED  DURING  THE  SECOND  QUARTER  OF  1985 
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MOST  SIGNIFICANTLY  IN  THE 
MULTINATIONAL  NATIONAL  BANKS. 
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nity  banks  experienced  a  5  basis  point  decline  in  this 
earnings  ratio  to  1 .03  percent.  This  was  largely  due  to 
intensified  loan  problems  associated  with  farm  bor¬ 
rowers  and  the  continuing  impact  of  deregulation. 

Consolidated  national  bank  foreign  and  domestic  as¬ 
sets  totalled  $1 .582  trillion  on  June  30,  1985.  This  was 
a  2.4  percent  increase  from  March  31,  1985. 

During  the  second  quarter  of  1985,  gross  loans  and 
leases  in  national  banks  grew  1 .9  percent.  The  volume 
of  loans  in  multinational  banks  remained  relatively 
constant,  increasing  only  0.3  percent  during  the  3- 
month  period.  In  regional  and  community  banks, 
gross  loans  grew  by  3.5  percent  and  2.0  percent 
respectively. 

The  second  quarter  saw  a  modest  rebuilding  of  the 
investment  securities  portfolios  in  national  banks.  Dur¬ 
ing  that  3-month  period,  bank  ownership  of  securities 
increased  3.3  percent,  centered  mainly  in  a  3  9  per¬ 


cent  growth  in  the  holdings  of  U.S.  government  issues. 
Possession  of  state,  county  and  municipal  (SCM) 
securities  increased  only  1.0  percent  between  March 
and  June  of  1985. 

In  the  second  quarter  of  1985,  the  ownership  of  U.S. 
government  securities  by  multinational  banks  in¬ 
creased  $713  million  or  5.9  percent  and  SCM  obliga¬ 
tions  $203  million  or  3.8  percent.  In  regional  banks,  the 
growth  in  U.S.  government  security  ownership  was 
$3.0  billion  or  6.5  percent.  For  regional  bank  SCM 
holdings,  it  was  $755  million  or  2  9  percent.  The 
possession  of  U.S.  government  obligations  by  com¬ 
munity  banks  increased  $1.2  billion  or  18  percent, 
while  SCM  holdings  declined  $358  million  or  1.2 
percent. 

On  June  30,  1985,  the  national  bank  system  had  total 
consolidated  deposits  of  $1  168  trillion,  a  3-month 
increase  of  2.2  percent  In  multinational  banks,  depos¬ 
its  grew  1.3  percent  The  rate  of  increase  in  the 
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regional  and  community  banks  was  3.2  percent  and 
2.1  percent  respectively. 

Subordinated  debt  in  national  banks  egualled  $7  4 
billion  on  June  30,  1985,  reflecting  an  increase  of  6.3 
percent  during  the  second  3  months  of  the  year.  With 
$4  4  billion  of  the  total,  the  12  multinational  banks 
continued  to  be  the  principal  users  of  this  auxiliary 
funding  source.  Subordinated  debt  at  regional  banks 
was  $2.4  billion.  Community  banks  reduced  their 
dependence  on  funding  from  subordinated  debt  to  a 
scant  $586  million. 

Net  loan  and  lease  losses  in  national  banks  increased 
9  2  percent  in  the  first  6  months  of  1985  compared  to 
the  same  time  period  a  year  ago.  The  most  dramatic 
change  was  in  the  community  banks,  with  net  loan 
losses  up  53.2  percent  from  June  1984  to  June  1985. 
For  these  smaller  banks,  the  ratio  of  net  loan  losses  to 
average  total  loans  was  0.60  percent,  a  jump  of  12 
basis  points  from  the  second  quarter  of  1984  In  the 
regional  banks  the  ratio  grew  6  basis  points  to  0.58 
percent  Reversing  last  year’s  trend,  this  ratio  plum¬ 
meted  44  basis  points  to  0.75  percent  at  multinational 
banks  This  was  a  result  of  reduced  loan  charge-offs  in 
the  first  half  of  this  year  compared  to  those  taken  in  the 
first  6  months  of  1984 

As  of  June  30,  1985,  national  banks  had  a  6-month  loan 
loss  provision  expense  of  $4  9  billion  This  was  signifi¬ 
cantly  more  than  the  $3  4  billion  in  actual  loan  and  lease 
net  charge-offs  for  the  same  period  The  excess  of  $1 .5 
billion  bolstered  loss  reserves  in  the  system 

The  amount  of  non-performing  loans  in  the  community 
bar  ks  continued  to  escalate  Loans  and  leases  90 
days  or  more  past  due,  renegotiated  or  in  nonaccrual 
status  n  community  banks  as  of  June  30,  1985, 
equa  ed  2  12  percent  of  gross  loans,  a  6  basis  point 
increase  from  March  1985  The  ratio  remained  rela¬ 


tively  unchanged  in  the  regional  banks,  declining  1 
basis  point  to  2.45  percent.  For  the  multinational 
banks,  the  ratio  of  non-performing  loans  to  gross  loans 
declined  6  basis  points  to  4.33  percent. 

Total  capital  in  the  national  banking  system  was 
$112.8  billion  on  June  30,  1985,  an  increase  of  3.1 
percent  over  the  first  quarter’s  figure.  In  multinational 
banks,  the  ratio  of  total  capital  to  total  assets  in¬ 
creased  7  basis  points  to  6.83  percent  from  March  to 
June.  At  the  end  of  June  1985  the  ratio  was  7.34 
percent  for  the  regional  banks,  an  increase  of  9  basis 
points  from  the  prior  quarter.  The  total  capital  to  total 
assets  ratio  in  the  community  banks  remained  un¬ 
changed  at  9.06  percent  for  both  the  first  and  second 
quarters  of  1985. 

Multinational  banks  paid  out  a  relatively  smaller  por¬ 
tion  of  net  income  in  the  form  of  cash  dividends  as  of 
June  1985  when  compared  to  June  1984.  The  ratio  of 
cash  dividends  to  net  income  declined  from  38.11 
percent  as  of  the  second  quarter  1984  to  28.32 
percent  as  of  June  1985  for  these  largest  national 
banks.  This  was  because  the  increase  in  1985  income 
exceeded  the  increase  in  cash  dividends  paid.  As  of 
mid-year,  the  regional  banks  also  had  reduced  the 
relative  amount  of  dividends  paid  compared  to  the 
identical  time  period  one  year  earlier.  For  this  bank 
group,  the  dividend  ratio  declined  443  basis  points  to 
34.88  percent.  The  community  banks,  in  spite  of 
reduced  earnings,  increased  by  12  percent  the 
amount  of  cash  dividends  paid  as  of  mid-year  1985 
compared  to  mid-year  1984.  These  smaller  banks  saw 
their  ratio  of  cash  dividends  to  net  income  grow  by  31 
basis  points  to  26  46  percent  from  June  1984  to  June 
1985 

In  summary,  the  national  banking  system  continued  to 
be  sound  in  the  second  quarter  of  1985  in  spite  of  the 
problems  besetting  particular  sectors  of  the  economy 
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Profits  were  enhanced  in  the  face  of  increased  provi¬ 
sion  expense  necessitated  by  increased  loan  and 
lease  charge-offs.  Loan  loss  reserves  in  national 
banks  kept  pace  with  the  increase  in  the  amount  of 
troubled  loans.  Expanded  profits  and  reserves  in 
conjunction  with  the  volume  of  capital  in  the  system 
should  permit  most  national  banks  to  cope  with  future 
economic  events. 

On  June  30,  1985,  there  were  899  national  banks 


receiving  special  supervision  due  to  financial,  operat¬ 
ing  or  compliance  weaknesses  This  was  a  10  percent 
increase  from  March  1985  and  a  29  percent  increase 
from  June  1984 


Woodrow  W.  Reagan 
NBE/Financial  Analyst 
Community  Bank  Analysis  Division 
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Change  in  Bank  Control — 1981-1984 


Report  to  Congress 

February  27,  1985 

The  Change  in  Bank  Control  Act  of  1978  (CBCA),  12 
U.S.C.  §  1 81 7(j),  enacted  as  Title  VI  of  the  Financial 
Institutions  Regulatory  and  Interest  Rate  Control  Act  of 
1978,  Pub.  L.  No.  95-630  (November  10,  1978),  grants 
the  federal  bank  supervisory  agencies  authority  to 
disapprove  certain  changes  in  control  of  federally 
insured  banks  and  bank  holding  companies.  The 
Office  of  the  Comptroller  of  the  Currency  (OCC)  is  the 
agency  responsible  for  the  administration  and  en¬ 
forcement  of  the  CBCA  with  respect  to  changes  in 
control  of  national  banks.  This  Report,  which  is  sub¬ 
mitted  in  accordance  with  12  U.S.C.  §  181 7(j)(  1 4), 
discusses  the  OCC’s  experience  with  the  CBCA  from 
1981  through  1984. 

As  an  introductory  matter,  we  have  included  a  brief 
description  of  OCC  procedures  in  processing  CBCA 
notices.  Next,  as  required  by  subsection  14  (12  U.S.C. 
§  1 81 7(j)(1 4)),  we  have  made  comments  based  on  our 
experiences  in  administering  the  Act  and  have  in¬ 
cluded  recommendations  on  possible  modifications. 
Finally,  we  have  included  statistical  tables  which  pro¬ 
vide  a  survey  of  the  OCC’s  administration  of  the  CBCA 
over  the  relevant  period.  These  data  include  the  total 
number  of  CBCA  notices  received  and  a  breakdown 
of  OCC’s  disposition  thereof.  Additionally,  the  bases 
for  disapprovals  have  been  included  for  those  cases 
where  the  OCC  issued  its  disapproval  of  submitted 
change  in  control  notices. 

CBCA  Procedures 

OCC’s  CBCA  procedures,  promulgated  pursuant  to 
subsection  13(12  U.S.C.  §  181 7(j)(13)),  are  set  forth  in 
section  5.50  of  12  C.F.R.  Notices  of  change  in  control 
of  national  banks  are  initially  filed  by  acquiring  parties 
in  the  appropriate  OCC  District  Office.  The  statutory 
time  frame  for  an  OCC  decision  begins  upon  receipt  of 
the  notice.  The  notice  is  reviewed  in  order  to  deter¬ 
mine  whether  it  is  technically  complete.  If  so,  the  filing 
parties  are  notified  immediately  and  informed  of  the 
date  the  transaction  may  be  consummated.  If  the 
notice  is  not  complete,  it  is  returned  to  the  filing  parties 
and  the  60-day  review  period  is  suspended  pending 
receipt  of  a  complete  notice.  When  a  complete  notice 
is  received,  two  copies  are  forwarded  to  Bank  Orga¬ 
nization  and  Structure  (BOS)  in  Washington  and  the 


notification  letters  are  transmitted  to  the  acquiring 
parties  informing  them  of  the  date  on  which  the 
transaction  may  be  consummated. 

A  determination  is  then  made  whether  the  notice  may 
be  decided  under  delegated  authority  in  the  District 
Office  or  whether  the  notice  should  be  evaluated  in 
Washington.  Notices  are  decided  under  delegated 
authority  unless  one  or  more  of  the  following  are 
present:  (1)  the  appearance  of  statutory  factors  tend¬ 
ing  to  support  a  disapproval;  (2)  a  notice  involving  a 
bank  under  special  surveillance;  (3)  a  notice  filed  by  a 
foreign  purchaser;  or  (4)  an  acquisition  of  a  "nonbank 
bank." 

When  additional  information  is  requested  from  the 
filing  party,  causing  an  extension  of  the  time  in  which 
the  notice  may  be  disapproved,  the  District  mails  a 
copy  of  the  extension  letter  to  BOS  immediately.  Upon 
receipt  of  the  additional  information  by  the  District 
Office,  and  if  the  notice  may  be  decided  under  dele¬ 
gated  authority,  a  review  is  then  undertaken  for  a  final 
decision.  If  concerns  are  raised  either  from  the  infor¬ 
mation  presented  in  the  notice  or  from  sources  avail¬ 
able  to  the  OCC,  an  investigation  of  the  proposed 
purchaser  will  be  conducted.  If  the  purchaser  has 
prior  banking  experience  or  an  ownership  position  in  a 
bank  which  was  under  the  jurisdiction  of  another 
regulatory  agency,  a  request  to  that  agency  for  back¬ 
ground  information  will  be  made. 

Assuming  that  the  target  bank  is  in  sound  condition,  if 
the  proposed  purchaser  is  known  to  have  had  suffi¬ 
cient  prior  banking  experience  with  a  well-managed 
bank,  or  there  is  no  reason  to  otherwise  doubt  the 
person’s  competence  and  integrity,  the  review  will 
generally  proceed  to  a  decision  in  the  District.  The 
District’s  decision  will  then  be  based  on  the  purchas¬ 
er’s  financial  capacity  and  experience  and  the  com¬ 
petitive  effects  of  the  acquisition. 

If  questions  are  raised  concerning  a  proposed  pur¬ 
chaser’s  competence  or  integrity,  the  matter  is  imme¬ 
diately  referred  to  Washington.  Moreover,  all  cases 
which  significantly  involve  any  of  the  statutory  disap¬ 
proval  factors,  i.e. ,  financial  capacity,  experience, 
competence  or  integrity,  or  which  pertain  to  a  bank 
that  is  under  special  surveillance,  involve  a  foreign 
acquisition,  or  a  nonbank  bank  acquisition,  must  be 
forwarded  to  the  Washington  Office  for  a  final  deci- 


sion  A  decision  in  these  cases  is  based  on  an 
evaluation  of  all  available  information,  including: 

•  Information  submitted  in  the  notice  by  the  pur¬ 
chaser 

•  Comments  of  other  agencies. 

•  OCC  conducted  investigation. 

•  Record(s)  of  bank(s)  with  which  the  purchaser 
was  associated  during  the  period  when  the 
purchaser  had  control  or  was  a  senior  manage¬ 
ment  official. 

After  a  decision  is  made  by  either  the  Deputy  Comp¬ 
troller  (District)  (if  delegated)  or  by  the  Senior  Deputy 
Comptroller  for  Policy  and  Planning,  a  letter  of  no 
objection  or  a  letter  of  disapproval  is  sent  no  later  than 
the  60th  day  of  the  review  period  unless  additional 
information  was  requested  and  required,  causing  a 
30-day  extension  of  the  time  in  which  the  Office  could 
disapprove  the  notice.  The  CBCA  provides  that  the 
"period  for  disapproval  may  be  further  extended  only 
if  the  agency  determines  that  any  acquiring  party  has 
not  furnished  all  the  information  required  under  para¬ 
graph  6  of .  .  .  subsection  [j]  or  that  in  its  judgment  any 
material  information  submitted  is  substantially  inaccu¬ 
rate." 

Recommendations 

The  CBCA  provides  the  OCC  with  a  method  of  pre¬ 
venting  the  takeover  of  national  banks  by  persons 
unqualified,  either  through  lack  of  experience,  integ¬ 
rity,  or  financial  ability.  We  believe  that  the  Act  also 
deters  certain  unqualified  individuals  from  attempting 
to  gain  control  of  national  banks  and  submitting  them¬ 
selves  to  the  scrutiny  that  a  CBCA  notice  involves.  In 
that  regard,  we  believe  that  the  CBCA  has  been 
effective  in  fulfilling  its  Congressional  mandate  in  most 
cases  The  OCC  has,  however,  encountered  two  no¬ 
table  problems  in  the  administration  of  the  CBCA.  (i) 
the  very  tight  time  constraints  dictated  by  the  statute 
for  disapproval  of  a  notice;  and  (ii)  the  difficulties 
which  have  occurred  in  obtaining  information  from 
other  governmental  authorities. 

With  regard  to  the  absolute  time  frames  for  disap¬ 
proval  mandated  by  CBCA,  it  is  sometimes  difficult 
within  those  time  frames  to  obtain  adequate  informa¬ 
tion  on  an  individual's  background  to  have  sufficient 
evidence  to  act  The  time  constraints  (60  days)  and 
the  strict  statutory  requirements  for  extension  of  the 
notice  sometimes  make  it  necessary  to  not  disallow 
the  change  m  control  notice  even  though  the  Office 
nas  reservations  about  the  filing  party's  qualifications 
and  has  reason  to  believe  that  relevant  information, 
wh  or.  ma/  not  be  accessible  during  the  statutory  time 
frame  could  be  obtained  This  difficulty  could  be 


addressed  by  relaxing  the  showing  necessary  for  the 
banking  regulator  to  trigger  a  second  extension  of  the 
notice  for  a  finite  period  of  time  and,  perhaps,  by 
providing  the  agencies  discretion  to  suspend  proc¬ 
essing  indefinitely  in  unusual  circumstances 

The  principal  problem  with  the  standard  governing 
further  extensions  of  time  for  deciding  whether  to 
disapprove  is  the  rigid  requirement  that  the  agency 
actually  know  whether  the  information  submitted  is 
incomplete  or  substantially  inaccurate.  While  the  Of¬ 
fice  continues  to  acknowledge  the  need  for  expedi¬ 
tious  treatment  of  notices,  experience  has  indicated 
that  in  the  60-  to  90-day  period  provided  in  the  CBCA 
it  is  sometimes  impossible  to  do  more  than  raise 
questions  about  the  information. 

We  believe  that  a  suspension  or  second  extension 
should  be  permitted  whenever  the  agency  believes  (1 ) 
that  information  required  to  be  included  in  the  notice 
by  subsection  6  (12  U.S.C.  §  1817 (j)(6))  might  have 
been  omitted  therefrom  or  may  have  been  materially 
inaccurate,  or  (2)  that  material  information  relevant  to 
the  statutory  bases  for  disapproval  set  forth  in  subsec¬ 
tion  7  (12  U.S.C.  §  1 81 7(j)(7))  might  be  developed 
through  further  inquiry.  If  this  modification  were  made, 
the  agency  would  be  in  a  position  to  resolve  its 
concerns  before  acting  on  a  notice.  In  order  to  provide 
controls  consistent  with  the  purpose  of  the  Act,  the 
extension  could  be  limited  to  a  reasonable  period  of 
time,  perhaps  not  to  exceed  180  days.  (It  should  be 
noted  that  the  Subcommittee  on  Commerce,  Con¬ 
sumer  and  Monetary  Affairs  of  the  House  Committee 
on  Government  Operations,  Doug  Barnard,  Jr.,  Chair¬ 
man  has  recommended  a  120-  to  180-day  extension 
of  the  time  for  disapproval.  See,  H  R.  REP  NO. 
98-1137,  98th  Cong.,  2nd  Sess.  49  (1984).)  We  be¬ 
lieve  that  an  extension  of  time  to  allow  the  staff  an 
opportunity  to  conduct  a  formal  investigation,  includ¬ 
ing  the  use  of  subpoenas  and  depositions  of  the 
applicant  and  third  parties  having  relevant  informa¬ 
tion,  would  enhance  the  OCC’s  administration  of  the 
Act.  The  ability  of  the  OCC  presently  to  issue  subpoe¬ 
nas  to  conduct  CBCA  investigations  is  questionable. 
The  OCC  recommends  a  statutory  amendment  ex¬ 
pressly  authorizing  formal  investigations,  including  the 
authority  to  issue  subpoenas  to  compel  the  production 
of  documents  and  the  testimony  of  witnesses,  and  the 
ability  to  enforce  those  subpoenas  by  application  to 
the  appropriate  U.S.  District  Court. 

In  unusual  or  difficult  cases,  a  suspension  of  process¬ 
ing  might  be  appropriate  upon  a  showing  that  relevant 
information  believed  to  exist  would  not  become  avail¬ 
able  or  otherwise  be  accessible  until  after  the  expira¬ 
tion  of  the  statutory  extension.  In  any  event,  such 
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extensions  or  suspensions  would  not  act  as  a  limita¬ 
tion  on  OCC’s  continued  ability  to  fully  proceed  on  all 
issues  in  any  later  proceedings  related  to  a  notice. 

As  an  aid  to  evaluating  CBCA  notices,  the  OCC  has 
sought  the  assistance  of  various  law  enforcement 
agencies  in  order  to  obtain  information  relative  to 
potential  purchasers  of  the  bank.  While  some  of  the 
information  derived  from  the  law  enforcement  commu¬ 
nity  has  been  useful,  the  OCC  continues  to  encounter 
some  difficulty  in  obtaining  meaningful  information  in  a 
timely  manner.  These  difficulties  seem  to  stem  from: 

1 .  the  lack  of  any  central  sources  of  information, 

2.  an  unwillingness  to  share  certain  information, 
and 

3.  an  inability  to  share  certain  information,  be¬ 
cause  of  actual  or  perceived  restraints  such  as 
the  various  privacy  laws  and  grand  jury  se¬ 
crecy  rules. 

We  have  seen  situations  in  which  useful  information 
was  not  turned  over  to  the  OCC.  We  continue  to 
support  legislative  changes  in  order  to  facilitate  the 
free  flow  of  information  among  the  agencies. 


Finally,  in  seeking  information  from  other  agencies 
about  individuals  involved  in  the  changes  in  control, 
we  have  often  found  that  there  is  no  single  source  of 
information  from  which  we  can  ascertain  the  existence 
of  an  ongoing  investigation.  The  OCC  must  many 
times  expend  significant  time  consulting  with  various 
organizations  and  government  agencies.  This  is  par¬ 
ticularly  significant  in  change  in  control  situations 
because  the  OCC  is  operating  under  the  statutorily 
mandated  timetable  for  disapproval,  as  discussed 
above.  The  OCC  supports  the  establishment  of  cen¬ 
tralized  information  mechanisms  whereby  information 
can  be  readily  obtained  for  use  in  the  OCC’s  consid¬ 
eration  of  change  in  control  notices. 


Total  CBCA  Notices  Processed 


Total 

Processed 

Not 

Disapproved 

Disapproved 

Withdrawn 

1981 

101 

93 

3 

5 

1982 

91 

84 

4 

3 

1983 

78 

70 

2 

6 

1984 

86 

75 

5 

6 
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Litigation  Update 


The  following  is  a  summary  of  some  of  the  more 
significant  litigation  in  which  the  Litigation  Division  is  or 
has  been  involved  during  the  third  quarter  of  1985. 

Presently  before  the  United  States  Supreme  Court  is 
the  issue  of  whether  the  Federal  Reserve  Board  has 
the  authority  to  expand  the  definition  of  “bank”  in  the 
Bank  Holding  Company  Act  to  include  not  only  con¬ 
ventional  commercial  banks  that  both  offer  “demand’’ 
checking  and  engage  in  commercial  lending,  but  also 
institutions  (known  as  “nonbank  banks")  that  offer 
“negotiable  order  of  withdrawal"  (NOW)  accounts  or 
that  refrain  from  engaging  in  commercial  lending  but 
do  conduct  one  or  more  of  a  variety  of  money  market 
transactions,  heretofore  not  considered  to  be  com¬ 
mercial  lending.  Board  of  Governors  of  the  Federal 
Reserve  System  v.  Dimension  Financial  Corp.,  et  at., 
No.  84-1274. 

The  Bank  Holding  Company  Act  of  1956,  12  U.S.C. 
§§  1841  et  seq.,  permits  the  Board  to  impose  certain 
requirements  on  the  acquisition,  operation,  and  con¬ 
trol  of  a  “bank”,  i.e.,  an  entity  that  both  “accepts 
deposits  that  the  depositor  has  a  legal  right  to  with¬ 
draw  on  demand"  and  “engages  in  the  business  of 
making  commercial  loans.”  In  1984,  the  Board 
amended  the  Act’s  implementing  regulation,  Regula¬ 
tion  Y,  12  C.F.R.  §  225.2(a)(1),  in  order  to  expand  the 
Act’s  reach  by  redefining  “demand  deposit"  to  cover 
NOW  accounts,  and  by  redefining  “commercial  loans" 
to  include  a  number  of  money  market  transactions  not 
previously  considered  to  constitute  commercial  lend¬ 
ing.  The  U.S.  Court  of  Appeals  for  the  Tenth  Circuit 
disapproved  the  Board's  interpretation.  Subsequently, 
the  Board  sought  permission  from  the  Office  of  the 
Solicitor  General  to  file  a  petition  for  certiorari  with  the 
Supreme  Court.  The  Solicitor  General  granted  the 
Board  permission  to  file  the  petition,  but  only  on  the 
Board’s  own  behalf  and  not  on  behalf  of  the  govern¬ 
ment.  In  fact,  the  government  adopted  the  position 
taken  by  Dimension  Financial  Corp.  and  approved  by 
the  Tenth  Circuit  that  the  Board  lacked  authority  to 
expand  the  definition  of  "demand  deposit"  and  "com¬ 
mercial  loans." 

The  petition  for  certiorari  was  granted  and  briefs  on 
the  merits  have  been  filed,  including  an  amicus  brief 
by  the  Comptroller  on  behalf  of  the  Department  of  the 
Treasury  urging  affirmance  of  the  Tenth  Circuit’s  de¬ 
cision 


The  Comptroller  is  also  seeking  permission  from  the 
U.S.  Department  of  Justice  to  appeal  the  decision  of 
the  U.S.  District  Court  for  the  Southern  District  of 
Mississippi  in  The  Department  of  Banking  and  Con¬ 
sumer  Finance  of  the  State  of  Mississippi,  et  at.  v 
Comptroller  of  the  Currency  and  Deposit  Guaranty 
National  Bank, — F.  Supp. — (S.D  Miss.,  judgment  filed 
on  September  16,  1985).  The  District  Court  vacated 
the  Comptroller’s  administrative  decision  approving 
Deposit  Guaranty’s  application  to  establish  a  branch 
office  in  Gulfport,  Mississippi.  The  Gulfport  branch 
would  have  been  more  than  100  miles  from  Deposit 
Guaranty's  headquarters  in  Jackson. 

A  Mississippi  statute  restricts  branching  by  State 
commercial  banks  to  within  a  100-mile  radius  of  bank 
headquarters.  The  statute  is  incorporated  into  federal 
law,  and  so  applies  to  federally  chartered  commercial 
banks  by  virtue  of  12  U.S.C.  §  36(c).  Section  36(c) 
permits  national  banks  to  branch  only  to  the  extent  that 
“State  banks"  are  allowed  to  branch.  However,  sec¬ 
tion  36(h)  provides  a  functional  definition  of  “State 
bank"  in  that  any  state-chartered  entity  that  conducts 
“banking  business"  is  a  “State  bank"  for  purposes  of 
federal  branching  law.  Deposit  Guaranty  made  a 
persuasive  factual  case  to  the  Comptroller  that 
Mississippi-chartered  savings  and  loan  associations, 
which  are  allowed  to  branch  statewide,  engage  in  the 
“banking  business"  and  so  are  “State  banks."  Ac¬ 
cordingly,  the  Comptroller  approved  Deposit 
Guaranty’s  branch  application  based  on  the  reason¬ 
ing  that  a  national  bank  in  Mississippi  can,  pursuant  to 
1 2  U.S.C.  §§  36(c)  and  (h)  and  Mississippi  law,  branch 
anywhere  in  Mississippi. 

On  November  1,  1985,  the  U.S.  Court  of  Appeals  for 
the  Seventh  Circuit  ruled  for  the  Comptroller  in  the 
litigation  involving  the  First  National  Bank  of  Mt.  Au¬ 
burn,  Illinois.  See  Quarterly  Journal,  Vol  4,  No.  1.  The 
case  involved  bank  directors  who  approved  loans 
without  obtaining  information  on  the  borrowers'  out¬ 
standing  loans  from  the  bank.  Some  of  the  loans 
violated  the  legal  lending  limit.  The  Comptroller  took 
the  position  that  the  directors  were  liable  for  the  losses 
to  the  bank  upon  default  of  those  loans  even  though 
they  had  no  actual  knowledge  that  they  violated  the 
lending  limit. 

Another  major  development  has  been  the  Comptrol¬ 
ler's  litigation  against  Calhoun  First  National  Bank 
(CFNB)  and  T.  Bertram  Lance,  CFNB’s  Chairman  of 


the  Board  and  an  executive  officer  and  principal 
shareholder  Lance  filed  a  complaint  with  the  U  S. 
District  Court  for  the  Northern  District  of  Georgia 
alleging  that  the  Comptroller  disclosed  or  assisted  in 
the  disclosure  of  CFNB's  Report  of  Examination  to  a 
newspaper,  thereby  violating  Lance's  rights  under  the 
Privacy  Act  of  1974  The  Litigation  Division  has  filed  a 
motion  to  dismiss  the  complaint.  The  Comptroller  filed 
a  complaint  with  the  District  Court  for  the  District  of 
Columbia  seeking  injunctive  relief  from  alleged  viola¬ 
tions  by  CFNB  and  Lance  of  the  Securities  Exchange 
Act  of  1934  In  his  complaint,  the  Comptroller  alleges 
that  defendants  violated  the  Act  by  failing  to  disclose 
in  the  filings  required  thereunder  certain  banking 
transactions. 

On  August  15,  1985,  the  Western  District  of  Oklahoma 
dismissed  a  suit  brought  under  the  Federal  Tort 
Claims  Act  (FTCA)  by  Penn  Square  Bank,  N  A.  against 
the  United  States,  the  FDIC,  and  the  Comptroller.  The 
complaint  alleged  that  Penn  Square’s  failure  in  1982 
was  caused  by  the  improper  actions  of  the  named 
defendants  The  Western  District  held  that  no  cause  of 
action  arose  under  the  FTCA,  and  it  dismissed  the  suit. 

On  October  21,  1985,  the  Northern  District  of  Illinois 


dismissed  a  third-party  complaint,  brought  against  the 
Comptroller  by  the  accounting  firm  of  Ernst  &  Whin- 
ney,  alleging  that  the  Comptroller's  Office  had  been 
negligent  in  its  supervision  and  examination  of  Conti¬ 
nental  Illinois  National  Bank.  Ernst  &  Whinney  sought 
indemnification  or  contribution  for  any  injuries  to  Con¬ 
tinental  Illinois  for  which  it  might  be  found  liable  In 
dismissing  the  case,  the  court  ruled  that  the  Comp¬ 
troller  owed  no  statutory  or  common  law  duty  to 
Continental  Illinois  or  Ernst  &  Whinney  to  exercise 
reasonable  care  in  conducting  bank  examinations. 

Finally,  two  suits  have  been  brought  against  the 
Comptroller  in  connection  with  the  closing  of  Golden 
Pacific  National  Bank,  a  small  bank  in  New  York’s 
Chinatown.  One  suit  was  brought  by  the  bank’s  hold¬ 
ing  company,  Golden  Pacific  Bancorp,  which  alleges 
that  the  closing  violated  its  due  process  rights.  The 
other  suit  was  brought  by  a  class  of  about  1900  of  the 
bank's  despositors,  who  alleged  that  the  closing  con¬ 
stituted  discrimination  against  them. 


Rosa  M.  Koppel 
Attorney 

Litigation  Division 
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Statement  of  H.  Joe  Selby,  Acting  Comptroller  of  the  Currency,  before  the 
Senate  Committee  on  Banking,  Housing  and  Urban  Affairs,  Washington,  D.C., 
July  23,  1985 


Mr.  Chairman  and  members  of  the  Committee,  I  am 
quite  pleased  that  you  have  called  these  hearings  on 
the  bank  examination  and  supervisory  process.  In 
recent  years,  significant  economic  and  technological 
developments  have  put  pressure  on  banks’  perform¬ 
ance  and  on  the  ability  of  the  regulators  to  supervise 
banks  effectively.  The  environment  has  undergone 
rapid  changes,  and  both  banks  and  their  regulators 
are  hindered  in  their  ability  to  respond  to  these 
changes.  The  Congress,  the  regulators,  and  the  banks 
all  have  a  part  in  ensuring  that  the  industry  has  a 
healthy  transition  into  the  volatile,  dynamic  financial 
marketplace  of  today  and  the  future.  Today,  I  would 
like  to  discuss  what  the  OCC  is  doing,  and  what 
Congressional  action  is  needed  to  help  assure  this 
transition.  These  are  the  views  of  the  OCC  and  may 
not  represent  the  position  of  the  Administration. 

Before  discussing  changes  needed  in  the  supervisory 
area,  I  would  like  to  provide  the  Committee  with  our 
views  of  the  fundamental  goals  of  government  regu¬ 
lation  of  the  banking  industry  and  discuss  why  the 
attainment  of  those  goals  has  become  more  difficult  in 
recent  years. 

Role  of  Government  in  a  Changing 
Environment 

Without  question,  it  is  in  the  interest  of  the  federal 
government  to  ensure  the  ongoing  safety  and  sound¬ 
ness  of  the  banking  system.  Banks  have  unique  and 
vital  roles  in  the  payment  system  and  in  the  conduct  of 
monetary  policy.  To  achieve  safety  and  soundness, 
the  government  seeks  to  maintain  a  statutory  and 
regulatory  framework  that  promotes  the  long-term 
health  and  viability  of  the  industry.  The  government 
also  seeks  to  control  risk  and  ensure  confidence  in  the 
banking  system  by  monitoring  the  condition  and  per¬ 
formance  of  individual  banks. 

Our  goal  of  maintaining  the  safety  and  soundness  of 
the  national  banking  system  requires  sufficient  over¬ 
sight  of,  and  interaction  with,  bank  management  to 
minimize  the  likelihood  of  bank  failure.  We  do  not  take 
over  and  manage  institutions;  we  cannot  substitute  for 
private  management  in  making  lending  or  most  other 
decisions.  The  primary  responsibility  for  any  bank's 
performance  rests  with  its  management  and  board  of 
directors.  However,  as  supervisors  we  do  monitor  risk 
exposure,  work  to  see  that  banks  have  in  place 
policies  and  controls  appropriate  to  their  level  of  risk, 


and  enforce  compliance  with  the  law.  When  we  iden¬ 
tify  weaknesses,  we  institute  corrective  measures  and 
pursue  their  implementation.  This  results  in  significant 
improvement  in  the  vast  majority  of  institutions  that  we 
identify  as  having  problems.  For  example,  two-thirds 
of  the  banks  that  were  subject  to  our  special  supervi¬ 
sory  program  in  1980  showed  sufficient  improvement 
to  be  removed  from  the  program  by  year-end  1984 

Our  bank  regulatory  system  is  not  designed  to  prevent 
all  bank  failures.  To  do  so  would  require  either  nation¬ 
alization  of  the  banking  industry,  or  the  elimination  of 
all  risk — one  consequence  of  which  would  be  to 
preclude  banks  from  funding  the  nation’s  economic 
growth.  Banks  that  become  so  weakened  as  to  be¬ 
come  insolvent  must  be  allowed  to  disappear  from  the 
system.  In  such  cases,  our  role  is  to  minimize  the 
impact  of  bank  failures  on  other  banks,  on  the  public, 
on  the  deposit  insurance  fund,  and  on  the  system  as  a 
whole. 

The  government’s  ability  to  maintain  safety  and  sound¬ 
ness  has  become  more  difficult  in  this  decade  be¬ 
cause  of  dramatic,  ongoing  changes  in  the  environ¬ 
ment  in  which  banks  operate.  As  we  and  others  have 
recounted  on  many  occasions,  economic  and  techno¬ 
logical  factors  have  put  pressure  on  bank  perform¬ 
ance.  Interest  rate  volatility  has  increased  rate  risk 
Economic  volatility  and  disinflation  have  caused  a 
deterioration  of  asset  quality.  The  necessary  adoption 
of  new  technologies  has  created  short-term  cost  pres¬ 
sures.  Concurrently,  competitive  pressures  have  been 
intense  as  other  financial  service  providers,  less  en¬ 
cumbered  by  statutory  restrictions,  have  entered  the 
banking  business. 

In  short,  the  business  of  banking  is  becoming  riskier 
and  more  complex.  Clearly,  the  supervisory  process 
must  adapt  to  these  phenomena  if  it  is  to  continue  to 
be  effective.  This  important  issue  will  be  my  focus 
today,  but  it  should  be  noted  that  supervisory  changes 
alone  will  not  suffice.  Two  other  areas  need  to  be 
addressed  if  the  long-term  safety  and  soundness  of 
the  industry  is  to  be  assured. 

First,  as  we  have  testified  on  numerous  occasions,  the 
relaxation  of  product  and  geographic  restrictions 
should  proceed  if  banks  are  to  keep  pace  with  less 
regulated  competitors  in  meeting  market  demands 
Currently,  banks  have  only  limited  ability  to  adjust  to 
changes  in  their  environment  While  other  financial 
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service  providers  have  diversified,  expanded,  and 
innovated  to  keep  pace  with  new  technology  and 
market  demands,  banks  have  largely  had  to  sit  on  the 
sidelines  New  product  and  geographic  flexibility  will 
enable  banks  to  meet  consumer  demands  and  make  a 
viable  transition  into  today  s  marketplace. 

Second,  the  deposit  insurance  system  should  be 
restructured  so  that  banks  cannot  take  on  risks  without 
bearing  both  the  costs  and  rewards  resulting  from 
those  risks.  Reform  should  include  instituting  risk- 
related  insurance  premiums  which  would  be  dis¬ 
closed  to  the  public  and  expose  large  uninsured 
depositors  and  creditors  to  losses  when  a  bank  fails.  I 
do  not  believe  that  market  discipline  should  be  re¬ 
served  only  for  subordinated  debt  holders  (as  contem¬ 
plated  in  the  FDIC’s  9  percent  capital  proposal),  while 
de  facto  deposit  guarantees  are  provided  for  unin¬ 
sured  depositors. 

In  the  remainder  of  my  statement,  I  will  discuss  how 
we  supervise  banks,  changes  we  are  making  in  the 
supervisory  process,  and  what  actions  need  to  be 
taken  to  address  vulnerabilities  in  bank  supervision. 

The  Supervisory  Process 

The  OCC  is  the  primary  regulator  and  supervisor  of  the 
4,900  national  banks,  with  responsibility  for  ensuring 
safety  and  soundness  and  compliance  with  the  law. 
OCC  supervision  relies  on  monitoring  the  performance 
of  banks  (through  periodic  on-site  examinations  and 
off-site  analysis  of  reported  financial  data),  enforce¬ 
ment  activities  aimed  at  requiring  banks  with  problems 
to  take  steps  towards  rehabilitation,  and  public  disclo¬ 
sure  of  financial  information  to  facilitate  the  exercise  of 
market  discipline. 

On-  and  Off-Site  Monitoring 

Our  examinations  have  four  objectives:  1)  to  provide 
an  evaluation  of  a  bank’s  financial  condition;  2)  to 
permit  the  OCC  to  appraise  the  quality  of  bank  man¬ 
agement  and  directors;  3)  to  identify  those  areas 
where  corrective  action  is  required  to  strengthen  the 
financial  condition  and  management  of  the  bank;  and 
4)  to  identify  and  pursue  corrective  action  where 
compliance  with  applicable  laws,  rulings,  and  regula¬ 
tions  is  inadequate 

To  achieve  these  objectives  our  examinations  focus 
on  an  evaluation  of  the  bank's  management  and  its 
policies,  procedures,  and  controls  It  is  not  feasible, 
r  or  o  it  our  role,  to  perform  an  extensive  auditing  or 
/erificafion  function  in  every  bank  While  we  do  limited 
/erT cation  //e  emphasize  a  "top-down''  approach 
a  rr  ed  af  determining  the  ability  and  commitment  of 


management  and  the  board  of  directors  to  comply 
with  the  law  and  maintain  the  soundness  of  the  bank 

Resource  considerations  and  the  complex  nature  of 
the  banking  system  require  that  supervision  be  tai¬ 
lored  to  the  characteristics  and  condition  of  the  bank 
being  examined.  It  is  particularly  important  that  we 
direct  our  efforts  to  areas  that  pose  the  greatest  risk  or 
otherwise  cause  the  greatest  concern.  Therefore,  the 
OCC  conducts  off-site  monitoring  of  the  condition  of 
banks  to  complement  our  on-site  examinations  and 
help  us  determine  supervisory  priorities. 

Our  approach  to  industry  risk  analysis  illustrates  this 
interaction.  Sectors  vulnerable  to  economic  fluctua¬ 
tions  or  that  exhibit  structural  weaknesses  adversely 
affect  the  asset  quality  of  the  banking  industry.  For  this 
reason,  the  OCC  collects  information  on  bank  concen¬ 
trations  of  credit  by  industry  sector.  Banks  with  signif¬ 
icant  exposure  to  industries  with  difficulties  receive 
increased  supervisory  attention  including  additional 
reporting  requirements  and  priority  scheduling  of  on¬ 
site  examinations. 

After  each  examination  a  bank  is  assigned  a  rating,  on 
a  scale  of  1  to  5,  commonly  known  as  the  CAMEL 
rating.  The  CAMEL  rating  summarizes  a  bank’s  overall 
condition  at  the  time  of  an  examination.  It  is  one  of 
several  supervisory  tools  that  we  and  the  other  agen¬ 
cies  use  internally  to  identify  those  institutions  that 
warrant  a  higher  than  normal  degree  of  supervisory 
attention. 

The  CAMEL  rating  has  often  been  misinterpreted  by 
those  outside  the  banking  agencies  as  a  predictor  of  a 
bank’s  financial  condition.  It  is  not.  It  is  merely  a  rough 
summary  of  examination  findings.  We  do  not  update 
the  rating  between  examinations,  even  though  off-site 
surveillance  of  a  bank  may  indicate  a  change  in  its 
condition.  If  through  such  surveillance  we  determine 
an  on-site  examination  is  in  order,  examiners  are  sent 
into  the  bank.  Only  at  the  conclusion  of  such  an 
examination  would  the  CAMEL  rating  be  changed. 

While  the  CAMEL  rating  system  is  not  intended  to  be 
an  “early  warning  system,’’  it  is  a  reliable  indicator  of 
the  health  of  the  banking  system.  Increases  in  the 
number  of  banks  with  CAMEL  ratings  of  3  or  higher 
generally  precede  an  increase  in  the  number  of  bank 
failures.  In  fact,  of  the  national  banks  that  failed 
between  1981  and  1984,  71  percent  were  rated  3  or 
worse  1  year  before  failure,  and  91  percent  were  rated 
3  or  worse  6  months  before  failure. 
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Enforcement 

OCC  has  been  utilizing  enforcement  actions  vigor¬ 
ously  in  recent  years  to  correct  violations  of  law  and 
imprudent  banking  practices.  While  advances  in  on¬ 
site  and  off-site  monitoring  techniques  have  been  key 
in  identifying  problems,  the  enhanced  enforcement 
authority  Congress  gave  us  in  1978  has  improved  our 
effectiveness  enormously. 

The  severity  of  our  enforcement  actions  largely  de¬ 
pends  on  the  severity  of  the  problem.  Actions  range 
from  memoranda  of  understanding  for  minor  infrac¬ 
tions  or  problems  to  cease  and  desist  orders.  In 
appropriate  cases,  our  measures  also  involve  the 
imposition  of  civil  money  penalties  and  the  removal  of 
bank  officials. 

We  believe  that  we  have  been  very  successful  in 
meeting  our  principal  goal  in  the  enforcement  area — 
guiding  problem  banks  in  a  way  that  forces  actions 
that  restore  them  to  a  safe  and  sound  condition. 
Despite  the  dramatic  growth  in  enforcement  actions  in 
recent  years,  they  are  not  disproportionate  to  the 
number  of  banks  requiring  special  attention.  The  num¬ 
ber  of  problem  banks  increased  from  257  in  1980  to 
775  in  1984  and  the  number  of  formal  enforcement 
actions  increased  from  169  in  1980  to  515  in  1984. 
While  the  public  has  become  increasingly  aware  of 
bank  failures,  we  believe  that  it  is  a  credit  to  bank 
supervisors  that  a  far  greater  number  of  troubled 
banks  each  year  are  put  on  the  right  track. 

Disclosure 

Public  disclosure  of  a  bank’s  financial  condition  is  the 
third  element  of  supervision.  Currently  all  national 
banks  are  required  by  law  to  publish  quarterly  balance 
sheet  information  in  a  local  newspaper.  Bank  Call 
Reports  and  Uniform  Bank  Performance  Reports, 
which  summarize  bank  performance  relative  to  com¬ 
parable  banks,  are  available  to  the  public  through  the 
Federal  Financial  Institutions  Examination  Council.  In 
addition,  publicly  held  banks  and  registered  bank 
holding  companies  face  the  extensive  disclosure  re¬ 
quirements  of  the  securities  laws. 

Disclosure  complements  our  supervisory  efforts  by 
allowing  the  marketplace  to  participate  in  the  disci¬ 
pline  of  banks.  Publicly  held  banks  are  very  con¬ 
cerned  about  the  view  that  the  investment  community 
has  of  their  condition  and  prospects.  A  downgrading 
of  a  bank’s  or  holding  company’s  debt,  for  example, 
would  have  a  deleterious  effect  on  its  ability  to  raise 
funds.  This  acts  as  a  powerful  incentive  for  the  bank  to 
strive  for  superior  performance.  Also,  in  those  cases 
where  banks  have  had  to  disclose  our  enforcement 
actions,  we  have  found  that  the  bank’s  concern  over 


regaining  the  confidence  of  the  marketplace  is  an 
important  inducement  to  respond  to  the  corrective 
action. 

Supervisory  Changes 

The  increased  risk  and  complexity  in  the  marketplace 
in  which  banks  operate  create  new  challenges  for 
both  banks  and  regulators.  OCC  has  continued  to 
meet  these  challenges,  to  the  best  of  our  ability,  by 
adopting  measures  that  shift  the  focus  of  our  efforts 
toward  ensuring  that  the  banks  themselves  are  able  to 
manage  risk.  These  measures  address  the  adequacy 
of  banks’  management,  their  loan  loss  reserves,  inter¬ 
nal  controls,  and  capital.  They  also  include  improving 
the  means  by  which  we  obtain  information  about 
banks’  activities  and  efforts  to  make  management 
more  accountable  to  the  marketplace  through  in¬ 
creased  disclosure. 

Because  a  bank’s  loan  loss  reserve  is  an  important 
line  of  defense  against  the  effects  of  bad  loans,  we  are 
paying  increased  attention  to  the  adequacy  of  a 
bank's  reserves,  relative  to  the  total  risk  in  its  portfolio 
Where  we  find  such  reserves  inadequate  in  compari¬ 
son  to  a  bank’s  domestic  and/or  international  problem 
loans,  we  are  requiring  immediate  additions  to  such 
reserves.  That  addition  has  an  immediate  effect  upon 
bottom-line  earnings  and  often  warrants  a  restriction  of 
dividend  payments. 

A  bank's  internal  control  systems  are  critical  to  the 
sound  management  of  the  bank,  particularly  as  the 
risk  and  complexity  of  its  environment  increase.  Our 
supervision  focuses  on  determining  whether  banks 
have  adequate  internal  control  systems  that  enable 
management  to  identify  and  control  risk  in  the  bank's 
operation.  Examiners  test  these  control  procedures 
and  their  applications  and  conduct  stringent  follow¬ 
ups  to  determine  if  internal  control  deficiencies  are 
corrected. 

The  increased  level  of  risk  in  the  banking  system 
clearly  requires  a  strong  capital  base.  I  commend  the 
Congress  for  enacting  the  International  Lending  Su¬ 
pervision  Act  of  1983  which  provided  the  regulators 
with  explicit  statutory  authority  to  prescribe  and  en¬ 
force  capital  ratios.  Earlier  this  year,  under  the  author¬ 
ity  of  this  Act,  the  three  federal  banking  agencies 
imposed  a  uniform  minimum  capital-to-asset  require¬ 
ment  for  all  commercial  banks.  These  minimums  apply 
to  well-managed  banks;  higher  ratios  are  being  im¬ 
posed  on  banks  with  material  weaknesses,  and  can 
be  backed  by  the  use  of  legally  enforceable  capital 
directives. 

We  view  our  recent  capital  regulation  as  an  interim 
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step  toward  a  capital  policy  appropriate  to  a  riskier 
environment  Since  1984,  the  OCC  has  been  working 
to  develop  capital  standards  that  would  more  formally 
recognize  differences  in  overall  risk  among  banks.  The 
rather  simplistic  capital-to-asset  ratio  approach  has 
two  serious  deficiencies.  First,  it  may  lead  to  less 
liquidity  at  banks  All  assets  are  treated  equally  in  the 
calculation  of  the  ratio,  so  banks,  in  an  effort  to 
maintain  their  return  on  equity,  have  an  incentive  to 
hold  higher  yielding,  riskier  assets.  We  have  seen 
banks  sell  high  quality  assets  such  as  Treasury  secu¬ 
rities  that  provide  relatively  low  rates  of  return  and 
invest  the  proceeds  in  riskier  and  less  liquid  commer¬ 
cial  loans  and  other  assets. 

The  second  problem  with  a  capital-to-asset  require¬ 
ment  is  that  it  fails  to  explicitly  take  into  consideration 
other  risks  assumed  by  a  bank.  It  therefore  encour¬ 
ages  banks  to  shift  activities  off  their  balance  sheets. 
Several  foreign  bank  supervisors  now  include  off- 
balance  sheet  activities  in  their  capital  ratios.  We  are 
concerned  that  proposals  to  further  increase  the 
capital-to-asset  ratio,  such  as  the  FDIC’s  proposal  to 
require  a  9  percent  capital  ratio,  are  likely  to  be 
ineffective  in  strengthening  the  banking  system  and 
may  even  weaken  it.  For  that  reason,  we  believe  that  a 
risk-based  capital  requirement  will  afford  the  greatest 
protection  to  the  deposit  insurance  fund. 

The  OCC  recognizes  that  developing  a  practical  risk- 
based  capital  policy  will  be  difficult  and  will  raise 
industry  concerns  with  respect  to  their  ability  to  remain 
competitive  with  other  financial  service  providers  and 
foreign  banks.  Nonetheless,  we  believe  that  this  ap¬ 
proach  is  a  correct  one  and  encourage  industry  and 
Congressional  input  into  this  process. 

Timely  and  accurate  information  concerning  banks' 
activities  is  necessary  to  identify  risks  in  the  banking 
system  and  better  target  resources  to  problem  areas. 
To  this  end,  we  made  a  concerted  effort  in  the  1970s 
to  automate  much  of  the  information  collected  and 
develop  a  centralized  database  of  critical  information 
from  quarterly  bank  Call  Reports.  Development  of  this 
database  has  facilitated  more  in-depth  analysis  of  a 
bank's  performance  over  time  and  has  enabled  us  to 
identify  institutions  in  need  of  special  attention.  To 
improve  the  quality  and  timeliness  of  our  information, 
we  plan  to  participate  in  a  pilot  program  for  direct 
automated  transmission  of  Call  Report  information  in 
1986  In  addition,  we  support  the  Federal  Reserve 
Board  s  recent  proposal  to  improve  bank  holding 
company  reporting  as  a  first  step  toward  getting 
meaningful  holding  company  data 

To  further  enlist  the  marketplace  in  controlling  risk 
within  banks,  the  OCC  is  currently  considering  a 


proposal  to  require  banks  to  increase  disclosure.  In 
particular,  it  would  extend  to  all  banks  disclosure 
requirements  similar  to  those  faced  by  publicly  held 
banks  and  registered  bank  holding  companies.  We 
recognize  the  potential  burden  this  would  place  on 
smaller  banks  and  will  weigh  that  against  the  public 
benefits  of  such  disclosure.  The  extensive  require¬ 
ments  faced  by  the  larger  banks  have  imposed  sub¬ 
stantial  market  discipline  on  them,  and  we  expect  our 
proposal  will  do  the  same  for  smaller  banks.  It  will  also 
enable  depositors  and  investors  to  better  gauge  the 
performance  of  all  individual  banks  and  thus  make 
informed  decisions  on  where  to  place  funds.  We  feel 
that  it  is  important  that  the  banks  themselves,  not  the 
regulators,  make  the  disclosures.  Not  only  would  it  be 
expensive  for  the  regulators  to  make  individual  disclo¬ 
sures  for  each  of  the  15,000  commercial  banks,  but 
we  believe  inordinate  weight  would  be  given  to  the 
disclosure  because  of  its  source. 

Together,  these  changes  will  enhance  the  effective¬ 
ness  of  bank  supervision  and  strengthen  the  banking 
system.  Bank  management  and  directors  will  have 
increased  accountability  to  their  shareholders,  their 
depositors,  their  supervisors,  and  the  public. 

Nonetheless,  our  supervisory  process  is  still  vulnera¬ 
ble.  There  are  a  number  of  areas  where  Congress  can 
provide  us  needed  flexibility  to  make  the  appropriate 
changes.  I  want  again  to  stress  that  these  views  are 
the  OCC's  and  not  necessarily  those  of  the  Adminis¬ 
tration. 

Existing  Vulnerabilities 

Our  supervisory  approach  remains  vulnerable  in  three 
areas.  First,  banks  have  become  subject  to  increased 
risks  due  to  more  volatile  economic  conditions,  tech¬ 
nological  change,  and  increased  competition.  Sec¬ 
ond,  fraudulent  activities  can  be  extremely  difficult  to 
detect.  Third,  we  do  not  always  have  available  the 
most  comprehensive,  up-to-date  information.  Things 
can  change  quickly  in  the  banking  business,  yet  we 
face  lags  in  receiving  reported  data  Moreover,  banks 
are  increasingly  engaging  in  new  activities,  which 
outpace  changes  in  our  regularly  collected  data. 

The  Congress  and  the  supervisory  agencies  must 
work  together  to  find  ways  to  address  these  areas  of 
vulnerability.  It  is  critical  to  the  safety  and  soundness 
of  the  banking  system  that  the  supervisory  process  be 
able  to  adjust  to  this  decade's  dynamic  environment. 

Resources 

The  OCC  has  always  had  to  allocate  resources  be¬ 
tween  activities  aimed  at  ensuring  the  safety  and 
soundness  of  the  banking  system  and  checking  for 
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compliance  with  the  law.  In  the  past  two  decades, 
however,  the  number  of  statutes  requiring  bank  com¬ 
pliance  have  increased  dramatically.  Banks  have  had 
to  create  the  new  position  of  a  compliance  officer,  and 
the  regulators  have  devoted  an  increased  share  of 
their  resources  to  enforcing  these  new  statutes. 

In  the  1970s,  a  relatively  strong  and  stable  banking 
industry  raised  fewer  safety  and  soundness  concerns 
and  enabled  the  OCC  to  emphasize  compliance. 
More  recently,  however,  a  dramatic  increase  in  the 
number  of  banks  requiring  special  supervisory  atten¬ 
tion  has  forced  the  redirection  of  resources  toward  the 
evaluation  of  the  financial  performance  of  banks. 
While  we  obviously  have  not  been  able  to  accomplish 
100  percent  of  everything,  we  are  satisfied  with  the 
way  we  have  balanced  our  priorities. 

Our  ability  to  effectively  supervise  national  banks  is 
dependent  on  our  having  a  cadre  of  experienced 
capable  examiners.  The  OCC  has  devoted  millions  of 
dollars  in  recent  years  on  training  programs  and  new 
supervisory  techniques  (such  as  increased  use  of 
microcomputers)  in  an  effort  to  meet  its  responsibili¬ 
ties.  Fortunately,  our  examining  staff  is  composed  of 
bright,  dedicated,  and  hardworking  individuals  who 
are  willing  to  serve  in  the  public  interest  with  little 
recognition  of  their  good  work.  But  this  self-sacrificing 
service  cannot  be  expected  to  last  forever. 

Our  biggest,  and  most  critical  problem,  therefore,  is 
our  inability  to  retain  the  quantity  and  quality  of  expe¬ 
rienced  personnel  required  to  examine  and  supervise 
banks.  Once  hired,  new  entrants  are  provided  with 
extensive  training.  It  takes  approximately  5  years  of 
training  and  apprenticeship  for  a  new  hire  to  become 
a  national  bank  examiner. 

Unfortunately,  the  long-term  compensation  prospects 
for  trained  agency  personnel  do  not  compare  favor¬ 
ably  to  those  of  the  banking  industry.  As  a  conse¬ 
quence,  a  number  of  mid-level  and  senior  examiners 
leave  every  year  to  join  the  banking  industry.  The 
agency’s  turnover  rate  of  14  percent  is  well  over  four 
times  that  of  the  federal  government  as  a  whole.  While 
this  is  obviously  a  tribute  to  the  quality  of  OCC 
examiners,  it  places  a  heavy  burden  on  remaining 
examiners  and  severely  limits  our  ability  to  undertake 
the  examination  effort  we  think  is  required.  To  remedy 
this  problem,  we  need  to  be  able  to  offer  salaries 
competitive  with  those  offered  in  the  banking  industry. 
Until  this  is  done,  the  limits  on  compensation  of 
government  employees  make  it  impossible  for  us  to 
retain  the  number  of  qualified  personnel  required. 

An  additional  burden  for  examiners  and  another  im¬ 
pediment  to  effective  bank  supervision  is  the  absence 


of  absolute  immunity  for  examiners  from  civil  damage 
suits  that  seek  to  impose  personal  liability  The  threat 
of  potential  litigation  has  a  chilling  effect  on  the  action 
of  bank  examiners.  Effective  bank  supervision  re¬ 
quires  examiners  to  make  difficult  judgments  The 
personal  savings  of  examiners  should  not  be  subject 
to  potentially  harassing  litigation  for  making  these 
judgments.  We  support  legislation  presently  pending 
that  would  provide  this  protection  to  all  federal  em¬ 
ployees. 

We  have  also  experienced  a  drain  on  resources  due  to 
increased  litigation.  First,  there  has  been  a  substantial 
increase  in  private  litigation  involving  national  banks 
Even  though  this  Office  is  not  a  party  to  such  litigation, 
we  are  being  inundated  with  discovery  requests  from 
litigants  seeking  reports  of  examination,  examiner 
workpapers,  correspondence  files,  and  examiner  tes¬ 
timony  for  use  in  such  litigation.  This  Office  expends  a 
disproportionate  amount  of  resources  objecting  to, 
defending  against,  and  responding  to  such  requests 
We  would  request  that  Congress  grant  us  relief  from 
this  burden  by  statutorily  placing  this  information  be¬ 
yond  the  reach  of  civil  discovery  in  cases  in  which  this 
Office  is  not  a  party. 

The  OCC  has  also  incurred  substantial  costs  in  inves¬ 
tigating  and  litigating  abusive  insider  cases.  To  facili¬ 
tate  an  aggressive  enforcement  program,  consider¬ 
ation  should  be  given  to  permitting  us  to  impose 
penalties  sufficient  to  cover  the  costs  of  investigation 
and  litigation. 

Information  Needs 

As  noted  earlier,  the  agency  relies  heavily  on  its  ability 
to  obtain  accurate  and  timely  information  on  a  bank 
and  its  activities.  Detecting  fraud  in  financial  institu¬ 
tions  is  difficult  even  under  the  best  of  circumstances 
Moreover,  a  number  of  barriers  to  cooperation  among 
law  enforcement  officials  have  been  erected  The 
Right  to  Financial  Privacy  Act  of  1978  (RFPA),  grand 
jury  secrecy  rules,  and  other  state  and  federal  privacy 
laws  all  impose  certain  impediments  We  support  the 
overall  objective  of  those  statutes  and  rules,  but  have 
found  that  they  unduly  restrain  government  informa¬ 
tion  gathering  and  the  free  flow  of  information  among 
agencies. 

For  example,  the  RFPA  has  limited  our  ability  to 
coordinate  with  other  federal  agencies.  In  addition,  the 
rigid  rules  under  which  grand  jury  information  may  be 
made  available  for  use  in  the  preparation  of  civil 
enforcement  activities  has,  in  some  instances,  pre¬ 
vented  us  from  receiving  information  that  may  have 
been  useful  to  remove  officials  or  prevent  a  change  of 
ownership.  In  addition,  under  those  rules,  examiners 
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who  participate  in  a  grand  jury  investigation  are  pre¬ 
cluded  from  using  the  information  they  receive  for 
regulatory  purposes  and  may  even  be  disqualified 
from  participating  in  future  civil  regulatory  activities 
involving  the  subject  matter  of  the  grand  jury  investi¬ 
gation  I  urge  Congress  to  examine  these  statutory 
barriers  to  interagency  cooperation  and  to  consider 
how  those  impediments  might  be  reduced  without 
seriously  compromising  the  important  interests  they 
were  intended  to  preserve  The  Administration  has 
introduced  legislation,  which  we  support,  that  ad¬ 
dresses  some  of  the  difficulties  imposed  by  the  RFPA. 

It  is  absolutely  essential  that  we  have  the  ability  to 
obtain  accurate  and  timely  information  to  fulfill  our 
supervisory  responsibilities.  During  a  time  of  eco¬ 
nomic  fragility  and  rapid  change,  adequate  and  timely 
information  is  the  keystone  of  our  supervisory  struc¬ 
ture. 

Another  barrier  to  our  ability  to  obtain  adequate  infor¬ 
mation  is  the  lack  of  protection  afforded  bank  “whistle 
blowers."  OCC  requires  national  banks  to  report  sus¬ 
pected  criminal  acts.  Individuals  who  come  forward  to 
do  so  may  be  subjected  to  possible  retaliation  by  the 
bank  or  its  officials— particularly  where  they  may  be 
reporting  the  suspected  criminal  acts  of  their  superi¬ 
ors  in  the  bank.  To  provide  such  individuals  with  some 
form  of  legal  protection,  consideration  should  be  given 
to  creating  a  specific  federal  right  to  sue  for  wrongful 
discharge. 

Flexibility  Needs 

A  particularly  troublesome  constraint  faced  by  the 
OCC  is  the  lack  of  flexibility  we  have  been  given  to 
deal  with  problem  banks.  When  a  bank  is  identified  as 
having  serious  financial  difficulties,  and  we  have  ex¬ 
hausted  all  the  usual  means  to  correct  the  situation, 
our  ability  to  require  major  changes  in  an  open  bank's 
operations  or  management  is  limited.  Typically,  it  is 
not  until  a  bank's  capital  or  liquidity  is  exhausted  that 
a  regulator  can  step  in  and  merge  a  weak  bank  with  a 
strong  bank 

There  are  several  approaches  to  dealing  with  this 
problem  First,  incompetent  management  must  be 
removed  before  irreversible  damage  is  done  to  the 
bank  Of  course,  the  primary  responsibility  for  replac¬ 
ing  management  rests  with  a  bank's  board  of  direc¬ 
tors  However,  for  those  instances  where  a  board  of 
directors  is  unwilling  or  unable  to  exercise  its  respon¬ 
sibility  to  provide  sound  management,  it  is  necessary 
for  regulators  to  have  adequate  authority  to  deal  with 
problem  management 

jnder  current  law  the  procedures  for  removing  man¬ 


agement  are  cumbersome  and  the  standards  are 
difficult  to  meet.  Legislation  has  been  proposed  by  the 
FDIC  and  FHLBB  to  address  some  of  the  problems. 
We  believe  it  would  be  appropriate  to  revisit  the 
existing  laws  in  this  area  to  increase  the  regulators' 
flexibility  to  deal  with  ineffective  management. 

Another  approach  to  dealing  with  problem  institutions, 
and  reducing  the  cost  to  the  public  and  the  FDIC  of  a 
bank  failure,  would  be  to  respond  earlier  and  more 
forcefully  to  problem  institutions.  If  a  bank  could  be 
closed  at  exactly  that  point  when  the  owners'  capital 
had  been  exhausted,  then  in  theory  neither  the  FDIC 
nor  other  creditors  or  depositors  would  suffer  a  loss. 
Unfortunately,  imprecise  measurements  of  the  market 
value  of  a  bank’s  assets  and  our  inability  to  close  a 
bank  prior  to  its  reaching  a  point  of  book  insolvency 
(except  in  the  case  of  a  liquidity  insolvency)  generally 
result  in  failed  banks  having  capital  deficiencies.  In 
other  words,  by  the  time  the  regulators  can  close  a 
bank  under  existing  policy,  the  market  value  of  the 
bank's  assets  are  usually  less  than  the  outstanding 
claims  against  the  bank  by  its  depositors  and  general 
creditors.  As  a  result,  either  the  FDIC  and/or  the 
creditors  and  depositors  suffer  a  loss. 

Such  a  loss  could  be  minimized  if  the  regulatory 
agencies  were  provided  with  expanded  authority  to 
deal  with  open  banks  determined  not  to  be  viable  over 
the  long-term.  For  example,  a  policy  could  be  adopted 
that  any  time  a  bank’s  capital  falls  below  3  percent 
(the  level  at  which  the  FDIC  generally  considers 
termination  of  deposit  insurance),  the  primary  super¬ 
visor  would  be  given  the  authority  to  require  the 
owners  to  seek  a  merger  partner  or  to  liquidate  the 
bank.  Alternatively,  a  conservator  could  be  appointed 
by  the  primary  supervisor  with  authority  to  exercise  the 
full  range  of  powers  possessed  by  bank  management, 
including  the  sale  of  the  bank. 

To  implement  such  a  policy,  the  OCC  needs  additional 
operating  flexibility  under  the  Bank  Conservation  Act. 
We  are  currently  researching  what  other  changes,  if 
any,  would  be  required.  We  would  be  pleased  to  work 
with  the  Committee  in  exploring  this  idea  further. 

More  flexibility  is  also  needed  in  the  handling  of  closed 
banks.  In  particular,  there  are  instances  where  state 
branching  restrictions  impede  dealing  with  a  failed 
bank  by  discouraging  bids  by  out-of-state  holding 
companies.  The  extraordinary  acquisition  provisions 
of  the  Garn-St  Germain  Depository  Institutions  Act  of 
1982  should  be  expanded  to  allow  an  out-of-state 
holding  company  that  bids  to  acquire  a  failed  bank  to 
acquire  the  entire  holding  company  of  that  bank  and 
not  just  the  bank,  as  is  currently  the  case.  Such  an 
amendment  would  remove  the  disincentive  for  out-of- 
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state  holding  companies  to  bid  in  those  states  that 
restrict  branching  but  permit  multiple-bank  holding 
companies. 

Finally,  we  do  not  have  sufficient  flexibility  to  deal  with 
changes  in  bank  control.  Under  the  Change  in  Bank 
Control  Act,  we  cannot  impose  conditions  necessary 
to  ensure  safety  and  soundness  as  we  can  when  we 
charter  a  new  bank  or  approve  a  merger.  We  can  only 
disapprove  notices  and  must  do  so  within  unreason¬ 
ably  short  timeframes.  In  addition,  we  lack  adequate 
investigative  authority.  We  believe  legislative  action  is 
required  to  provide  us  increased  flexibility  under  the 
Act. 


Conclusion 

Mr.  Chairman,  this  is  surely  one  of  the  most  challeng¬ 
ing  periods  the  banks,  the  supervisors,  and  the  Con¬ 
gress  have  ever  faced.  You  have  a  unique  opportunity 
to  address  the  major  policy  issues  that  are  prevalent  in 
today’s  financial  environment,  and  to  thoughtfully  leg¬ 


islate  solutions  that  will  provide  the  American  citizen 
with  a  strong  and  responsive  financial  system 

We  must  work  together  to  take  a  comprehensive 
approach.  As  you  have  recognized,  the  issues  are 
neither  singular  nor  free-standing.  We  must  make 
progress  on  three  fronts.  As  banks  gain  the  necessary 
flexibility  through  deregulation  to  meet  marketplace 
demands,  the  roles  of  deposit  insurance  and  supervi¬ 
sion  must  also  be  reviewed.  The  reform  of  the  deposit 
insurance  system  must  have  as  its  goal  the  encour¬ 
agement  of  public  confidence  in  the  banking  system 
and  the  furtherance  of  market  discipline.  Finally,  su¬ 
pervision  must  adapt  to  the  increased  complexity  of 
the  financial  system  by  acquiring  the  necessary  tools 
to  better  anticipate  and  deal  with  emerging  problems 

We  now  have  the  opportunity  to  formulate  and  imple¬ 
ment  important  reforms  of  the  financial  system.  It  will 
not  be  an  easy  task,  but  let  us  not  forget  that  the 
continued  health  of  the  banking  system,  and  the  role  it 
plays  in  our  nation’s  financial  and  economic  life,  is  at 
stake. 


Statement  of  H.  Joe  Selby,  Acting  Comptroller  of  the  Currency,  before  the 
House  Subcommittee  on  Financial  Institutions  Supervision,  Regulation  and 
Insurance  of  the  Committee  on  Banking,  Finance  and  Urban  Affairs, 
Washington,  D.C.,  August  1,  1985 


Mr.  Chairman,  members  of  the  Subcommittee,  I  have 
been  asked  to  appear  today  to  discuss  the  OCC's 
supervision  of  the  Golden  Pacific  National  Bank.  The 
OCC  declared  the  bank  insolvent  on  June  21,  1985 
and  appointed  the  Federal  Deposit  Insurance  Corpo¬ 
ration  receiver  on  that  same  date.  The  bank  was 
declared  insolvent  due  to  the  discovery  by  OCC 
examiners  of  substantial  evidence  of  fraud  in  the 
bank’s  operations. 

At  the  outset,  it  should  be  noted  that  the  transactions 
which  caused  the  insolvency  of  the  bank  are  ex¬ 
tremely  complex  and,  in  our  opinion,  may  have  re¬ 
sulted  from  a  serious  breach  of  the  fiduciary  respon¬ 
sibilities  of  both  management  and  the  directorate  of 
the  bank.  Due  to  the  complexities  of  these  transac¬ 
tions,  the  public,  including  the  many  holders  of  the 
bank’s  so-called  "yellow"  certificates  has  not  yet  had 
the  opportunity  to  fully  understand  the  factors  that  led 
to  our  determination  that  the  bank  was  insolvent.  It  is 
my  hope  that  this  hearing  will  provide  a  greater 
understanding  of  the  circumstances  that  led  to  the 
declaration  of  the  bank’s  insolvency. 

I  would  like  to  review  several  key  areas  concerning 


this  matter.  First  of  all,  I  would  like  to  describe  the 
findings  of  OCC’s  examiners  during  the  week  of  June 
17,  1985.  Second,  I  will  give  a  brief  overview  of  some 
of  the  historical  problems  that  faced  Golden  Pacific 
Finally,  I  will  discuss  the  criminal  referral  made  by  the 
OCC  to  the  United  States  Attorney’s  Office  for  the 
Southern  District  of  New  York.  With  respect  to  the 
criminal  referral  and  the  events  that  led  to  the  closing 
of  the  bank,  I  refer  the  Subcommittee  to  the  more 
detailed  chronologies  that  are  attached  to  my  formal 
statement  and  that  were  previously  submitted  to  the 
Subcommittee  on  July  16,  1985. 

The  Findings  of  the  1985  Examination 

In  May  of  1985,  the  OCC  received  detailed  information 
from  a  confidential  informant  concerning  alleged  irreg¬ 
ularities  in  the  operations  of  Golden  Pacific  National 
Bank.  This  information,  which  appeared  to  be  ex¬ 
tremely  reliable,  indicated  that  the  bank  was  soliciting 
and  accepting  deposits  in  order  to  fund  off-balance 
sheet  investments  through  a  bank  controlled  custo¬ 
dian  account.  The  informant  advised  the  OCC  that  the 
bank  was  issuing  so-called  "yellow"  certificates  of 
deposit  for  these  funds  instead  of  the  bank  s  usual 
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blue  certificates  of  deposit  This  information  sug¬ 
gested  that  the  particular  investments  being  funded 
with  these  certificates  were  connected  to  insiders  of 
the  bank  and  their  related  interests.  Of  particular 
concern,  the  OCC  was  also  informed  that  the  bank 
had  deliberately  hidden  this  certificate  activity  from 
the  national  bank  examiners  by  removing  all  support¬ 
ing  documentation  at  all  previous  examinations  of  the 
bank  This  information  was  immediately  provided  to 
the  New  York  offices  of  the  FDIC  and  the  Federal 
Reserve. 

The  informant’s  allegations  raised  serious  concerns 
about  the  safety  and  soundness  of  Golden  Pacific’s 
operations  as  well  as  potential  wrongdoing  by  senior 
officials  of  the  bank.  Therefore,  the  OCC  decided  to 
commence  an  unscheduled  examination  of  the  bank 
and  coordinate  all  such  actions  with  the  United  States 
Attorney’s  Office.  In  fact,  the  OCC  arranged  a  meeting 
between  the  informant  and  a  representative  of  the 
United  States  Attorney’s  Office  in  order  to  provide  the 
latter  with  a  firsthand  account  of  the  information  pro¬ 
vided  to  the  OCC. 

After  taking  steps  to  ensure  that  the  OCC  was  not 
undermining  any  ongoing  or  potential  criminal  inves¬ 
tigation,  the  OCC  commenced  an  examination  of  the 
bank  on  June  17,  1985.  An  examiner  from  the  FDlC’s 
New  York  office  also  participated  in  this  examination. 
In  contrast  to  our  usual  procedures,  this  examination 
was  commenced  without  any  advance  notice  to  the 
bank,  in  order  to  minimize  the  possibility  that  certain 
documents  might  be  removed  from  the  bank  or  other¬ 
wise  concealed  from  the  examiners.  Examiners  were 
dispatched  to  the  bank's  main  office  in  New  York  City 
and  simultaneously  to  the  bank’s  five  loan  production 
offices  in  order  to  ascertain  whether  any  certificate  of 
deposit  activity  was  taking  place  at  these  loan  produc¬ 
tion  offices.  The  primary  purpose  of  this  comprehen¬ 
sive  and  coordinated  examination  was  to  verify  all 
assets  and  liabilities  of  the  bank.  Examiners  were 
provided  with  administrative  subpoenas  to  ensure  the 
immediate  production  of  all  relevant  documentation. 

During  the  examination,  the  examiners  were  able  to 
establish  the  existence  of  the  "yellow"  non-negotiable 
certificates  which  were  not  reflected  on  the  bank’s 
books  and  records  Thereafter,  the  examiners  deter¬ 
mined  that  approximately  $15,700,000  in  such  certifi¬ 
cates  were  outstanding  as  of  April  30,  1985.  The 
e/ammers  were  able  to  establish  both  the  existence  of 
these  certificates  and  the  outstanding  amount  through 
a  review  of  certain  bank  records  which  had  never 
before  been  available  to  OCC  personnel  prior  to  this 
unannounced  examination 

As  t  became  clear  that  the  bank  had  accumulated 


significant  liabilities  through  the  acceptance  of  the 
"yellow"  certificates,  it  became  critical  that  the  exam¬ 
iners  verify  whether  such  liabilities  were  backed  by 
valid  bankable  assets.  On  a  number  of  occasions,  the 
examiners  requested  from  the  bank’s  senior  manage¬ 
ment  any  and  all  information  and  documentation  sup¬ 
porting  the  existence  of  valid  assets  to  offset  these 
liabilities.  Despite  such  demands,  no  such  information 
was  produced  until  Friday,  June  21st  at  which  time 
Vice  President  Theresa  Shieh  stated,  for  the  first  time, 
that  these  "yellow"  certificates  were  being  utilized  to 
fund  several  "off-balance  sheet  investments."  The 
OCC  was  advised  that  those  investments  included  a 
realty  firm  holding  title  to  the  bank’s  main  office,  a 
corporation  with  overseas  investments,  bankers’  ac¬ 
ceptances,  a  realty  firm  involved  in  construction  activ¬ 
ities  and  the  subject  bank’s  1983  stock  issuance.  At 
this  time,  the  OCC  also  learned  that  most  of  these 
investments  were  tied  to  insiders  and  their  related 
interests. 

Ms.  Shieh  was  unable  to  produce  any  evidence  to 
demonstrate  that  these  assets  were  held  in  the  bank  s 
name  or  that  the  bank  had  any  right  to  repayment  from 
such  assets.  The  existence  of  the  liabilities  arising  out 
of  the  “yellow"  certificates  coupled  with  the  bank’s 
funding  of  off-balance  sheet  investments  suggested, 
for  the  first  time,  the  potential  for  insolvency  at  the 
institution. 

Based  on  the  information  provided  by  Ms.  Shieh  as 
well  as  the  verification  of  the  off-book  certificate  activ¬ 
ity,  the  OCC  determined  that  it  was  necessary  to 
immediately  issue  a  Temporary  Order  to  Cease  and 
Desist  to  prevent  the  further  acceptance  or  solicitation 
of  any  off-book  deposits.  Additionally,  the  OCC  deter¬ 
mined  that  the  immediate  suspension  of  the  bank’s 
two  senior  officers  was  necessary  to  protect  the  inter¬ 
ests  of  the  depositors  and  shareholders  of  the  bank. 

While  these  enforcement  actions  were  being  drafted, 
a  liquidity  crisis  began  at  the  bank  as  a  result  of 
adverse  publicity  in  the  local  community.  By  the  close 
of  business  on  Friday,  June  21st,  it  became  evident 
that  the  bank  would  have  difficulty  meeting  its  obliga¬ 
tions.  This  liquidity  crisis  coupled  with  the  banks 
inability  to  provide  any  documentation  supporting  the 
bank’s  interest  in  the  "off-balance  sheet  investments" 
raised  serious  concerns  as  to  the  ongoing  viability  of 
the  institution. 

On  Friday  evening,  the  OCC  convened  a  meeting  with 
representatives  of  Golden  Pacific  in  order  to  provide 
the  bank  with  a  final  opportunity  to  provide  documen¬ 
tation  supporting  the  bank’s  interest  in  the  off-bal¬ 
ance  sheet  investments.”  During  this  meeting,  some 
documentation  was  provided  that  evidenced  the 


bank’s  interest  in  bankers’  acceptances.  The  bank 
also  produced  certain  notes  receivable  issued  by  the 
realty  firm  and  documents  which  purported  to  repre¬ 
sent  some  interest  in  hotel  condominiums  in  Taiwan. 
However,  with  the  exception  of  the  bankers’  accep¬ 
tances,  the  documentation  produced  and  the  state¬ 
ments  made  by  the  bank  and  its  counsel  were  incom¬ 
plete  and  inadequate  to  establish  the  value  of  any 
assets  or  the  bank’s  interest  in  such  assets. 

During  this  meeting,  the  bank  argued  that  the  "yellow” 
certificates  were  not  in  fact  liabilities  of  Golden  Pacific 
but  instead  represented  an  “agency  relationship"  be¬ 
tween  the  bank  and  its  customers.  It  was  the  bank’s 
contention  that  the  existence  of  the  certificates  was, 
therefore,  irrelevant  to  a  determination  of  the  solvency 
of  the  bank.  The  bank’s  arguments  were  considered 
by  senior  officials  in  both  the  OCC's  New  York  and 
Washington  offices  but  it  was  determined  that  the 
“yellow"  certificates  were  clearly  liabilities  of  the  bank. 
In  making  this  determination,  the  OCC  reviewed  the 
facts  and  circumstances  surrounding  the  acceptance 
of  these  “yellow”  certificates  and  the  use  of  such 
deposits  to  fund  investments  of  insiders  and  their 
related  interests.  The  OCC  also  considered  the  infor¬ 
mation  provided  by  its  confidential  informant  which 
had  been  verified  through  our  examination.  Finally  the 
OCC  considered  the  bank’s  inability  to  produce  any 
tangible  record  of  assets  or  cash  sufficient  to  cover  its 
unbooked  liabilities.  Based  on  this  review,  the  OCC 
determined  that  Golden  Pacific’s  liabilities  exceeded 
its  assets,  declared  the  bank  insolvent  at  10:20  p.m. 
and  appointed  the  FDIC  as  receiver. 

In  bank  failure  situations,  the  OCC  always  endeavors 
to  provide  the  FDIC  with  as  much  advance  notice  as 
possible,  particularly  in  bank  closings  where  failure 
can  be  reasonably  predicted,  sometimes  weeks  and 
months  in  advance.  However,  the  events  surrounding 
the  closing  of  Golden  Pacific  necessitated  swift  action 
by  both  the  OCC  and  the  FDIC.  Despite  the  lack  of 
advance  notice  and  time  for  adequate  planning,  both 
agencies  reacted  in  a  timely  and  professional  manner. 

Historical  Problems  of  Golden  Pacific 
National  Bank 

Golden  Pacific  was  chartered  in  1977,  primarily  to 
serve  the  Chinese-American  community  of  New  York 
City.  Examinations  of  the  bank  prior  to  June  1980 
revealed  no  major  operational  deficiencies  warranting 
special  supervisory  attention.  However,  the  examina¬ 
tion  commenced  on  June  16,  1980  revealed  deterio¬ 
ration  in  the  overall  condition  of  the  bank.  In  particular, 
OCC  examiners  discovered  deficiencies  in  the  bank's 
lending  operations,  an  inadequate  reserve  for  loan 
losses,  internal  control  exceptions  and  violations  of 


law.  These  problems  were  primarily  attributable  to 
inadequate  supervision  by  the  Board  of  Directors  and 
weaknesses  in  the  bank's  management  and  support 
staff. 

As  a  result  of  these  problems,  the  bank  was  put  under 
special  supervision  and  placed  in  the  OCC’s  Special 
Projects  Program.  Under  this  program,  a  bank  is 
subject  to  greater  scrutiny,  including  more  frequent 
examinations  and  monthly  reporting  of  certain  infor¬ 
mation.  In  addition,  on  December  10,  1980,  Golden 
Pacific  entered  into  a  Memorandum  of  Understanding 
with  the  OCC  in  which  the  bank  agreed,  among  other 
things,  to  formulate  a  management  plan,  improve 
certain  lending  deficiencies,  correct  internal  control 
exceptions,  supplement  its  audit  program,  adopt  a 
conflict  of  interest  policy  and  correct  violations  of  law 

Subsequent  to  the  June  1980  examination,  the  OCC 
received  a  complaint  from  an  attorney  representing 
certain  shareholders  of  the  bank  which  alleged  that 
senior  officials  of  Golden  Pacific  were  engaged  in 
irregular  activities  at  the  bank.  Based  on  this  informa¬ 
tion,  the  OCC  commenced  a  special  investigation  of 
these  activities  in  January  of  1981.  This  investigation 
was  conducted  in  conjunction  with  the  regularly 
scheduled  January  examination  in  order  to  prevent  the 
bank  from  discovering  that  these  allegations  were  part 
of  the  OCC’s  inquiry. 

The  special  investigation  confirmed  several  allega¬ 
tions  contained  in  the  attorney's  letter.  In  particular, 
the  investigation  revealed  instances  of  preferential 
treatment  to  insiders  as  well  as  abusive  practices  by 
certain  officers  of  the  bank.  Since  these  activities 
suggested  violations  of  criminal  statutes,  the  decision 
was  made  not  to  proceed  administratively  but  instead, 
to  refer  the  examiner's  findings  to  the  U.S.  Attorney's 
Office  for  further  investigation  and  prosecution.  This 
decision  was  based,  in  part,  on  the  OCC’s  concerns 
that  further  administrative  action  could  seriously  un¬ 
dermine  a  potential  investigation  in  this  case  or  result 
in  the  destruction  of  evidence.  Furthermore,  the  OCC 
determined  that  the  more  frequent  examination  sched¬ 
ule  and  monthly  reporting  resulting  from  the  bank's 
entry  into  the  Special  Projects  program  would  enable 
the  OCC  to  conduct  more  intensive  supervision  of  the 
bank. 

It  should  be  noted  that  during  this  investigation,  there 
were  never  any  allegations  nor  was  there  any  informa¬ 
tion  to  suggest  that  the  bank  was  involved  in  off- 
balance  sheet  activity.  To  the  contrary,  the  specific 
transactions  verified  and  documented  by  the  exam¬ 
iner  and  referred  to  the  U.S  Attorney  were  totally 
unrelated  to  the  activity  that  caused  the  bank's  insol¬ 
vency  in  1985. 
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There  have  been  some  recent  statements  reported  in 
the  media  which  suggest  that  subsequent  to  this 
January  1981  examination,  the  OCC  sanctioned  the 
certificate  of  deposit  activity  that  ultimately  led  to  the 
banks  failure  Although  the  OCC  has  already  pro¬ 
vided  a  detailed  chronology  that  addresses  this  very 
issue,  I  think  it  is  critical  that  both  the  Subcommittee 
and  the  public  understand  the  significant  distinctions 
between  the  1981  activity  and  the  1985  activity.  In 
1981,  Golden  Pacific  was  issuing  certain  non-nego- 
tiable  certificates,  pooling  these  funds  and  investing 
them  in  its  own  bankers'  acceptances.  OCC  examin¬ 
ers  criticized  the  bank  for  its  failure  to  characterize 
these  certificates  as  creating  a  deposit  relationship 
with  the  customer  and  also  criticized  the  bank  for  its 
failure  to  properly  account  for  these  deposits  in  ac¬ 
cordance  with  certain  Federal  Reserve  regulations.  At 
that  time,  there  was  never  any  question  that  the  bank 
was  engaged  in  such  activity  nor  that  the  OCC  viewed 
these  transactions  as  deposits  and  consequently  lia¬ 
bilities  of  the  bank.  In  sharp  contrast,  however,  the 
activity  discovered  in  1985  involved  non-negotiable 
certificates  that  were  not  reflected  on  the  bank’s  books 
and  records,  which  were  deliberately  concealed  from 
the  OCC  examiners  and  which  were  utilized  to  fund 
investments  of  insiders  of  the  bank  and  their  related 
interests,  possibly  to  circumvent  the  restrictions  gov¬ 
erning  insider  transactions. 

Subsequent  to  the  January  1981  examination,  the 
OCC  continued  to  monitor  the  bank’s  condition 
closely,  using  frequent  examinations  of  the  bank  to 
determine  any  potential  problems.  In  addition,  the 
OCC  carefully  monitored  the  bank’s  compliance  with 
the  Memorandum  of  Understanding.  The  OCC’s  su¬ 
pervisory  approach  also  included  a  commitment  to 
assist  the  U.S.  Attorney’s  Office  in  the  handling  of  the 
1981  criminal  referral. 

Subsequent  examinations  revealed  that  Golden  Pa¬ 
cific  had  taken  certain  corrective  actions  to  address 
previously  cited  deficiencies,  especially  in  the  lending 
area  However,  the  bank’s  anxiety  for  growth,  domi¬ 
nant  management  and  its  lack  of  management  suc¬ 
cession  remained  the  primary  concerns  of  the  OCC. 
The  bank's  earnings  performance  and  capital  ade¬ 
quacy  represented  additional  areas  of  concern.  How¬ 
ever,  a  fair  earnings  performance  since  1981  coupled 
yvith  periodic  equity  injections  augmented  Golden 
Pacific  s  capital  base  It  is  imperative  to  note,  how¬ 
ever  that  these  findings  were  based  upon  the  bank  s 
condition  as  represented  in  official  call  reports  and 
*r  rough  the  records  and  information  provided  to  OCC 
e/ar  r,f;rs  Based  upon  facts  known  and  information 
provided  the  solvency  of  the  institution  had  never 
Peer  in  question  until  the  information  related  to  the 


off-balance  sheet  activity  was  brought  to  the  OCC’s 
attention  in  May  of  1985. 

The  1981  Criminal  Referral 

As  previously  mentioned,  the  OCC  conducted  an 
in-depth  investigation  of  certain  alleged  irregularities 
in  the  bank  in  1981 .  As  a  result  of  this  investigation,  the 
OCC  forwarded  a  criminal  referral  to  the  United  States 
Attorney’s  Office  for  the  Southern  District  of  New  York. 
This  referral  provided  information  related  to  potential 
violations  of  18  U.S.C.  1001,  false  statements  to  an 
agency  of  the  United  States;  18  U.S.C.  1005,  false 
entries  on  the  books  of  the  bank;  18  U.S.C.  1014,  false 
loan  applications;  18  U.S.C.  656,  misapplication  of 
bank  funds;  and  15  U.S.C.  70(a)(j),  use  of  a  manip¬ 
ulative  and  deceptive  device  in  the  sale  of  securities. 

Subsequent  to  the  submission  of  this  criminal  referral, 
the  OCC  received  a  grand  jury  subpoena  requiring  the 
production  of  certain  documents  obtained  during  our 
investigation  in  1981.  Thereafter,  the  OCC  arranged 
for  the  examiner  who  conducted  the  investigation  to 
meet  with  representatives  of  the  United  States  Attor¬ 
ney’s  Office  and  the  F.B.I.  to  discuss  the  scope  of  his 
investigation  and  findings.  Several  other  subpoenas 
were  received  by  the  OCC  and  each  time  the  OCC 
provided  the  documents  requested  and  provided  the 
assistance  of  OCC  examiners  in  explaining  the  signif¬ 
icance  of  such  documentation. 

Throughout  this  time  period,  the  OCC’s  New  York 
District  Office  was  in  regular  communication  with  the 
Assistant  United  States  Attorney  who  was  handling  the 
case.  Several  meetings  were  held  concerning  the 
scope  of  the  investigation  as  well  as  the  production  of 
documents  and  examiner  assistance.  In  fact,  during 
the  summer  of  1984,  the  examiner  originally  responsi¬ 
ble  for  the  investigation  was  authorized  to  work  as  an 
agent  of  the  grand  jury  for  a  2-month  period.  The 
examiner  assisted  the  Assistant  United  States  Attor¬ 
ney  in  the  preparation  of  her  case  and  participated  in 
meetings  between  the  targets  of  the  referral  and  the 
United  States  Attorney's  Office.  Subsequent  to  the 
examiner's  assignment  to  the  grand  jury  in  the  sum¬ 
mer  of  1984,  the  examiner  was  contacted  by  the 
Assistant  United  States  Attorney  who  advised  him  that 
the  criminal  investigation  would  probably  be  dropped 
The  OCC  recently  learned  that  the  United  States 
Attorney's  Office  notified  the  Federal  Reserve  Board 
that  the  investigation  had  been  closed  in  October 
1984. 

Conclusion 

I  hope  that  my  testimony  has  provided  insight  into  the 
reasons  why  the  OCC,  in  fulfillment  of  its  statutory 
mandate,  declared  Golden  Pacific  National  Bank  in- 
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solvent  on  June  21,  1985.  I  am  confident  that  the 
members  of  the  Subcommittee  share  our  concern  for 
the  serious  breach  of  public  trust  which  caused  the 
bank’s  insolvency.  I  am  also  sure  that  the  Subcommit¬ 
tee  joins  me  in  expressing  my  appreciation  to  the 
employees  of  the  OCC,  as  well  as  those  of  the  other 
banking  agencies,  for  their  efforts  in  responding  to  this 
situation  under  extremely  difficult  circumstances  and 
time  pressures.  The  OCC  stands  ready  to  provide  any 
additional  information  that  may  be  needed  to  com¬ 
plete  your  inquiry  into  this  matter. 

Chronology  of  Events  Leading  to  the 
Closing  of  Golden  Pacific  National  Bank 

1.  On  May  16,  1985,  a  meeting  was  held  in  the  New 
York  District  Office  with  a  confidential  informant  who 
provided  specific  details  regarding  questionable 
practices  at  the  bank  involving  issuance  of  certain 
non-booked  certificates  of  deposit  (“yellow  CD’s’’).  At 
that  time,  the  informant  advised  the  OCC  that  the  bank 
concealed  the  existence  of  these  CD’s  at  each  sched¬ 
uled  examination.  Based  on  this  information,  the  OCC 
concluded  that  a  surprise  examination,  started  without 
the  knowledge  of  the  bank,  would  be  necessary  to 
determine  the  validity  of  the  informant’s  allegations.  In 
light  of  the  reliability  and  significance  of  this  informa¬ 
tion,  the  Director  for  Bank  Supervision  in  the  North¬ 
eastern  District  Office  notified  the  New  York  office  of 
the  FDIC  on  May  16  and  the  Federal  Reserve  Bank  of 
New  York  on  May  17.  In  addition,  the  U  S.  Attorney’s 
Office  was  also  notified  and  encouraged  to  com¬ 
mence  its  own  investigation  (see  separate  chronol¬ 
ogy).  When  the  U.S.  Attorney’s  Office  declined  to 
launch  an  investigation,  the  OCC  proceeded  with  its 
own  plans  to  conduct  a  surprise  examination  (with  the 
FDIC)  of  the  Bank  and  its  loan  production  offices 
(LPO's)  to  commence  on  Monday,  June  17,  1985.  A 
pre-exam  meeting  (including  the  FDIC)  was  held  in  the 
Northeastern  District  Office  on  the  morning  of  June  1 7. 
A  package  of  pertinent  information  was  distributed  to 
the  examiners  and  the  strategy  was  set:  verify  assets 
and  liabilities.  Because  the  information  provided  sug¬ 
gested  possible  fraud  on  the  part  of  bank  insiders,  the 
examiners  were  armed  with  administrative  subpoenas 
for  bank  records  and  any  information  relating  to  “yel¬ 
low  CD’s.”  While  subpoenas  were  served  in  each  of 
the  LPO’s,  they  were  not  utilized  at  the  main  bank 
since  bank  management  cooperated  with  OCC  re¬ 
quests  for  various  documents  and  records.  However, 
bank  counsel  strongly  objected  to  the  surprise  exam¬ 
ination  and  questioned  OCC’s  authority  to  demand 
access  to  the  requested  information. 

2.  At  the  main  office,  the  examiners  obtained  access 
to  a  manual  accounting  system  for  the  non-booked 
certificates  (or  “yellow  CD’s")  located  and  maintained 


in  the  office  of  VP/Cashier  Theresa  Shieh  on  the  4th 
floor  of  the  bank.  Several  examiners,  including  the 
FDIC  examiner,  reviewed  the  small  index  cards  which 
represented  the  bank's  manual  accounting  system 
Based  on  this  preliminary  control  run.  it  was  estimated 
by  the  examiners  that  $30  million  existed  in  these 
non-booked  "yellow  CD’s.”  On  Tuesday,  June  18.  the 
examiners  requested  and  were  given  access  to  the 
actual  “yellow  CD’s",  which  bank  personnel  (under 
examiner  supervision)  then  matched  to  the  index 
cards.  It  was  found  that  many  of  the  cards  and/or  the 
certificates  had  not  been  pulled  out  upon  payment 
The  card  file  system  was  an  extremely  poor  and 
burdensome  system  with  which  to  work;  however, 
bank  personnel,  working  under  examiner  scrutiny 
were  able  to  subsequently  verify  roughly  $15.7  million 
of  outstanding  “yellow  CD’s"  as  of  April  30,  1985. 
Subsequently,  an  attempt  was  also  made  by  Ms 
Shieh,  under  examiner  supervision,  to  reconcile  the 
account  balance  as  of  June  14  for  “yellow  CD’s" 
issued  or  redeemed  after  April  30.  This  was  never  fully 
completed  as  Ms.  Shieh  became  involved  with  man¬ 
aging  a  liquidity  crisis  that  developed  on  June  21 
which  included  attempting  to  establish  a  borrowing 
line  with  a  correspondent  bank  or  the  Federal  Re¬ 
serve,  and  meeting  with  examiners  for  various  rea¬ 
sons. 

3.  Each  “yellow  CD"  was  labeled  as  a  “Non-Nego- 
tiable  Certificate”  and,  except  as  indicated  below, 
appeared  to  be  similar  in  all  pertinent  respects  to  the 
bank’s  standard  "blue"  CDs.  Both  versions  were  is¬ 
sued  with  fixed  maturity  dates  and  fixed  rates  of 
return.  Each  “yellow  CD”  however,  contained  the 
statement  “This  certificate  is  subject  to  the  terms  and 
conditions  described  in  the  agreement  between  the 

above  named  customer  and  the  bank  dated _ 

19 _ ."  This  Agreement  was  purportedly  given  to 

each  customer,  but  not  one  signed  copy  was  found 
On  Thursday,  June  20,  the  examiners  were  provided 
with  one  blank  copy  of  this  “Agreement’’  at  the  mam 
office.  In  addition,  all  of  the  "yellow  CD’s”  were  un¬ 
signed  by  bank  customers  and  some  blank  “yellow 
CD’s"  were  stamped  with  the  phrase 

“Funds  held  by  bank  are  not  deposits  Therefore 

are  not  insured  by  the  FDIC." 

During  the  examination,  the  examiners  were  also  able 
to  determine  that  the  bank  followed  the  practice  of 
redeeming  the  “yellow  CD’s"  out  of  bank  funds,  the 
same  as  its  regular  "blue"  CD's — upon  demand  or  at 
maturity.  The  examiners  also  determined  that  as  of 
June  20,  payment  of  “yellow  CD's"  had  resulted  in  a 
$1.8  million  overdraft  on  an  account  purportedly  set 
up  to  channel  funds  generated  by  the  ’yellow  CD  s 
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4  On  Monday,  June  17,  Chairman  of  the  Board 
Chuang  claimed  to  the  examiners  that  "yellow  CD" 
funds  were  being  pooled  for  customers  until  enough 
funds  were  accumulated  to  purchase  bankers  accep¬ 
tances  which  would  provide  customers  with  a  better 
rate  of  return  (See  separate  chronology  on  bank’s 
previously  criticized  practice  of  purchasing  its  own 
bankers  acceptances  on  behalf  of  bank  customers). 
When  asked  if  any  other  investments  were  held, 
Chuang  responded  he  didn't  know  and  stated  that  the 
examiners  should  ask  Theresa  Shieh  for  such  informa¬ 
tion. 

5  As  the  evidence  of  the  existence  of  these  non- 
booked  liabilities  was  discovered,  this  information  was 
relayed  by  the  District  to  the  Washington  Special 
Projects  Division.  The  FDIC  in  Washington  was  also 
notified  on  June  18  that  OCC  had  critical  concerns 
regarding  1)  the  possibility  of  a  liquidity  crisis  and  run 
on  the  bank  if  adverse  publicity  resulted;  2)  the 
possibility  of  a  book  insolvency  if  the  $15.7  million  in 
liabilities  were  not  backed  by  valid  bankable  assets; 
and  3)  a  strong  suspicion  of  fraud  perpetrated  by 
senior  management,  the  extent  of  which  was  un¬ 
known. 

6  An  examiner  from  the  Federal  Reserve  Bank  of 
New  York  briefly  visited  OCC  examiners  at  the  bank  on 
Wednesday,  June  19  (A  one-bank  holding  company 
had  been  formed  in  January  1985).  Later  that  day,  the 
Fed  examiner  reported  a  determination  had  been 
made  that  a  full-time  FRB  examiner  presence  would 
be  unnecessary  provided  the  OCC  maintained  open 
communications  with  the  FRB.  The  same  FRB  repre¬ 
sentative  later  returned  to  the  bank  on  Friday,  June  21 . 
At  that  time,  this  examiner  functioned  more  as  an 
observer  and  did  not  become  involved  in  the  actual 
exam  procedures. 

7  Concurrent  examinations  of  the  bank’s  five  loan 
production  offices,  which  also  commenced  on  June 
17.  revealed  that  the  LPO’s  were  accepting  deposits. 
While  the  type  of  deposits  and  amounts  were  unknown 
at  this  time,  it  was  found  that  cash  estimated  between 
$50,000  to  $70,000  was  held  at  the  Houston  LPO.  It 
was  subsequently  determined  that  all  of  the  LPO  s  had 
in  fact  solicited  and  accepted  deposits.  Further,  it  was 
suspected  that  some  or  all  of  the  LPO’s  were  also 
issuing  ‘yellow  CD's  " 

8  Throughout  the  examination  of  the  bank,  the  exami¬ 
ners  persistently  queried  bank  officials  as  to  what 
bank  assets  were  acquired  with  "yellow  CD"  funds 
The  e/  stance  of  any  such  assets  was  not  acknowl¬ 
edged  nor  was  any  supporting  documentation  pro- 
d  ,ced  On  Friday  morning,  June  21,  VP  and  Cashier 
fere-sa  Lt  en  fold  the  examiners  that  there  were  sev¬ 


eral  assets  held  which  were  unbooked  and  which 
were  not  in  the  bank's  name.  Although  the  examiners 
made  demands  for  records  to  support  this  statement, 
no  records  of  these  assets  were  presented  to  the 
examiners  at  the  bank.  According  to  Ms.  Shieh,  the 
unbooked  assets  were  purported  to  include  invest¬ 
ment  in: 

•  a  realty  firm  holding  title  to  the  bank's  main 
office 

•  a  corporation  with  overseas  investments 

•  bankers  acceptances 

•  a  realty  firm  involved  in  construction  activities 

•  subject  bank’s  1983  stock  issuance 

9.  On  Friday  morning  June  21 ,  discussions  were  held 
among  the  Washington  Special  Projects  and  Enforce¬ 
ment  &  Compliance  Divisions  and  the  District  regard¬ 
ing  the  issuance  of  a  Temporary  Order  to  Cease  and 
Desist  (TC&D).  At  this  point  in  time,  concern  centered 
around  putting  a  stop  to  the  issuance  of  "yellow  CD’s" 
and  apparent  abusive  practices  in  the  banks  LPOs. 
Failure  of  the  bank  was  not  then  considered  imminent 
as  the  examiners  were  still  in  the  process  of  ascertain¬ 
ing  the  extent  of  unbooked  liabilities  and  assets.  The 
TC&D  was  designed  to: 

•  stop  the  soliciting/accepting  of  deposits  by  the 
LPO’s 

•  stop  the  accepting  of  any  deposits  that  were  not 
properly  accounted  for  on  the  bank  s  books 

•  cease  withdrawals  of  funds  from  the  various 
bank-controlled  accounts 

•  address  immediate  liquidity  concerns  to  in¬ 
clude  the  establishment  and  maintenance  of  a 
borrowing  facility  at  the  Federal  Reserve  Bank 
discount  window  and  correspondent  banks 

•  provide  documentation  of  the  non-booked  as¬ 
sets  purported  to  be  held 

The  immediate  suspension  of  Chuang  and  Shieh  was 
also  considered. 

10.  An  emergency  meeting  was  called  in  the  Wash¬ 
ington  Office  at  2:30  p  m.  on  Friday,  June  21  in  order 
to  consider  issuance  of  the  TC&D  At  2:45,  the  meet¬ 
ing  was  interrupted  when  it  was  learned  that  Friday 
afternoon  newspaper  articles  had  just  been  released 
in  at  least  two  Chinese  newspapers  which  referred  to 
problems  at  the  bank.  Consequently,  a  run  had  started 
on  the  bank.  At  this  time,  a  meeting  was  being  held  in 
the  New  York  District  Office  with  Fed  and  FDIC  to 
update  these  agencies  as  to  the  current  findings  of  the 
examiner  to  date  All  appropriate  parties  (including  the 
FDIC  and  FRB)  were  immediately  contacted  in  order 
to  prepare  for  a  possible  failure  due  to  the  bank  s 
inability  to  meet  depositor  demands.  The  special 


meeting  was  suspended  at  that  point  and  all  efforts 
were  focused  on  the  developing  run  on  the  bank 
which  threatened  the  bank’s  viability. 

11.  The  bank’s  regular  Friday  banking  hours  were 
until  6:00  p.m.  and  it  became  questionable  whether 
the  bank  had  sufficient  cash  to  withstand  depositor 
demands/withdrawals.  The  bank  was  instructed  to 
establish  funding  lines  to  ensure  there  were  sufficient 
supplies  of  cash  to  meet  depositors'  demands.  The 
New  York  FRB  was  viewed  as  the  most  likely  source, 
however,  the  bank  did  not  have  a  line  established  with 
FRB. 

12.  In  anticipation  of  the  potential  closing  of  the  bank, 
consideration  was  given  to  the  two  foreign  repre¬ 
sentative  offices  of  the  bank.  OCC  sent  telegrams  to 
supervisory  officials  of  these  offices  alerting  them  that 
the  OCC  might  move  to  close  the  bank  because  of 
liquidity  pressures. 

13.  At  5:00  p.m.,  OCC  examiners  reported  that  long 
lines  had  formed  at  the  various  bank  offices,  and  that 
two  of  the  three  branches  had  run  out  of  cash  and 
were  giving  out  cashiers’  checks  or  official  checks 
instead.  It  was  further  learned  that  cash  reserves  at 
the  main  bank  were  down  to  approximately  $400,000. 
The  run  on  the  bank  appeared  to  be  escalating  and  a 
liquidity  failure  became  a  strong  possibility.  Plans  to 
close  the  bank  continued  if  liquidity  demands  did  not 
abate. 

14.  The  FDIC,  following  previous  notification,  had 
examiners  on  standby  to  enter  the  branches  for  clos¬ 
ing.  An  OCC  examiner  had  already  been  stationed  in 
each  branch. 

15.  At  approximately  3:00  p.m.,  the  bank  obtained 
FRB  credit  for  $2  million  in  Fed  funds  from  another 
New  York  bank.  The  bank  obtained  cash  for  these 
funds  which  was  subsequently  delivered  by  private 
courier  to  the  bank’s  main  office  with  the  intent  to 
disburse  it  to  the  branch  offices  the  next  morning 
before  business  hours  (10-3  on  Saturday).  Around 
6:00  p.m.,  reports  were  received  from  OCC’s  examin¬ 
ers  in  the  bank’s  various  offices  that  the  run  had 
apparently  subsided.  At  that  point,  it  appeared  that 
the  liquidity  insolvency  had  been  averted.  However, 
OCC  officials  continued  to  harbor  serious  concerns 
that  the  run  would  recur  the  next  day  because  of 
adverse  publicity  and  extensive  rumors  in  the  Chinese 
community. 

16.  During  the  afternoon,  the  District  and  OCC  senior 


management  arranged  for  a  conference  with  Chair¬ 
man  Joseph  Chuang  in  the  Northeastern  District  Of¬ 
fice.  Mr.  Chuang  was  requested  to  provide  information 
and  documentation  regarding  the  non-booked  "yellow 
CD’s”  and  non-booked  assets  representing  the  pur¬ 
ported  investments  made  with  the  "yellow  CD"  funds 
At  approximately  8:00  p.m.  the  meeting  commenced 
with  Mr.  Chuang  and  his  attorneys  together  with 
Teresa  Shieh  and  one  board  member. 

1 7.  At  this  meeting,  documentation  purporting  to  sup¬ 
port  the  existence  of  non-booked  assets  was  pro¬ 
duced  by  Mr.  Chuang  for  the  first  time  and  included 
the  following: 

a)  Approximately  $1  million  in  bankers’  ac- 
ceptanes; 

b)  Some  examples  of  notes  receivable  issued  by 
a  realty  firm,  purportedly  corresponding  to  a 
like  amount  of  “yellow  CD’s";  and 

c)  Documentation  in  Chinese  which  was  said  to 
evidence  the  bank's  ownership  in  condomini¬ 
ums  located  overseas. 

However,  with  the  exception  of  approximately  $1 
million  in  bankers’  acceptances,  the  documentation 
produced  and  statements  made  by  bank  manage¬ 
ment  and  bank  counsel  were  incomplete  and  inade¬ 
quate  to  establish  the  value  of  such  assets  or  the 
bank’s  interest  in  these  assets,  if  any. 

18.  At  the  meeting,  bank  counsel  argued,  that  the 
bank  was  acting  in  an  agency  capacity  for  its  custom¬ 
ers  in  issuing  the  “yellow  CD’s,"  since  the  "yellow 
CD’s"  were  purported  to  be  accompanied  and  gov¬ 
erned  by  a  referenced  Agreement  stating  this  agency 
relationship.  It  was  their  contention  that  the  CD  s  did 
not  therefore  represent  a  liability  of  the  bank  and  were 
therefore  irrelevant  to  a  determination  as  to  the  sol¬ 
vency  of  the  bank. 

19.  The  bank’s  arguments  were  considered  by  OCC 
legal  counsel  and  discussed  among  senior  manage¬ 
ment  in  Washington  and  the  District.  It  was  concluded 
that  the  bank's  arguments  were  unfounded  for  the 
following  reasons: 

a)  There  was  no  matching  of  the  deposit  liabilities 
with  a  specific  investment  as  would  be  typical 
in  an  agency  relationship; 

b)  There  was  no  matching  of  maturities  of  the 
deposit  liabilities  and  underlying  investment  as 
would  be  typical  in  an  agency  relationship, 

c)  The  interest  rate  stated  on  the  “yellow  CD's" 
was  fixed  and  guaranteed,  (allegedly  at  a  rate 
higher  than  the  booked  "blue  CD's")  and  was 
not  dependent  on  the  level  of  investment  risk 
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associated  with  investment  in  purported  as¬ 
sets,  and 

d)  The  bank  honored  the  "yellow  CD  s"  upon 
maturity  or  demand  without  a  corresponding 
sale  or  maturity  of  the  purported  correspond¬ 
ing  investment  (asset). 

In  summary,  while  the  transactions  were  purported  to 
be  agency  transactions,  the  actual  manner  in  which 
the  transactions  were  conducted  did  not  possess  or 
reflect  the  usual  characteristics  of  an  agency  transac¬ 
tion  It  was  therefore  determined  by  OCC  senior 
management  and  legal  counsel  that  the  yellow  CD  s 
were  not  agency  transactions  but  represented  liabili¬ 
ties  oflhe  bank.  Moreover,  even  if  an  agency  relation¬ 
ship  had  been  intended  by  the  bank  and  the  customer 
as  argued,  the  bank  had  not  produced  any  credible 
evidence  that  such  Agreements  had  ever  been  prop¬ 
erly  executed  by  bank  customers  or  affixed  to  the  CD's 
themselves. 

20.  Because  the  bank  was  unable  to  produce  any 
tangible  records  of  assets  or  cash  sufficient  to  cover 
its  unbooked  liabilities,  the  bank  was  insolvent  as  bank 
liabilities  exceeded  assets.  Moreover,  there  remained 
a  strong  likelihood  for  further  depositor  runs  on  the 
bank  the  next  business  day.  In  view  of  these  consid¬ 
erations,  Deputy  Comptroller  of  the  Currency  Michael 
Patriarca  declared  the  bank  insolvent  at  10:20  p.m.  on 
June  21,  1985,  and  appointed  the  FDIC  as  receiver. 

21.  The  main  bank  and  its  three  branches  were 
immediately  turned  over  to  the  FDIC.  The  two  LPO  s  in 
San  Francisco  and  Los  Angeles  were  also  immedi¬ 
ately  relinquished  to  the  FDIC.  Due  to  the  closing  time 
and  the  location  of  the  other  three  LPO's  they  could 
not  be  immediately  secured,  but  were  entered  by  the 
FDIC  on  the  following  day,  June  22. 


Chronology  of  Golden  Pacific  National  Bank 
1981  Certificate  of  Deposit  Controversy 

1  In  a  memo  dated  February  17,  1981,  from  John  A. 
Fleming.  Regional  International  Specialist,  to  Wallace 
S  Nathan,  Regional  Counsel,  Fleming  describes  in 
detail  the  controversy  that  had  arisen  during  the 
ongoing  examination  regarding  the  accounting  treat¬ 
ment  of  the  bank's  creation  of  bankers'  acceptances, 
n  this  memo  Fleming  states  that  Golden  Pacifies 
management  contends  that  these  acceptances  do  not 
create  a  deposit  relationship,  "only  its  liability  under 
Accer/ances  executed."  Based  on  his  review  of  this 
matter  Fleming  concluded  that  “the  form  provided  to 
the  customer  (non-negotiable  certificate)  indicates  a 
d  epos  a  relationship  rather  than  a  fiduciary  relationship 
<  e  Golden  Pacific  National  Bank  acting  as  an  agent 


for  its  customers  by  accepting  their  funds  in  accep¬ 
tances  or  Fed  funds)."* 

2.  In  the  Report  of  Examination,  using  financial  infor¬ 
mation  as  of  January  19,  1981 ,  the  OCC  cited  the  bank 
in  violation  of  the  following  laws,  rules  and  regulations: 

(a)  12  C.F.R.  204.2  (computation  of  reserve) 

(b)  12  C.F.R.  217.3  (interest  on  time  and  savings 
deposits) 

(c)  Interpretive  Ruling  7.7410  (pledge  of  bank 
assets  as  security  for  deposits) 

(d)  12  U.S.C.  §84 

The  underlying  basis  for  these  citations  involved  the 
bank’s  practice  of  accepting  funds  from  customers 
through  the  issuance  of  non-negotiable  certificates, 
pooling  of  those  funds  in  a  custodial  account  and 
purchasing  of  the  bank's  own  bankers'  acceptances 
with  said  funds.  The  examiners  viewed  the  customers' 
funds  as  deposits  and,  therefore,  liabilities  of  the  bank. 
Since  the  bank  had  failed  to  properly  account  for 
these  funds  as  deposits  of  the  bank,  the  bank  was 
cited  in  violation  of  the  above-referenced  regulations 
which  govern  the  bank's  handling  of  such  deposits. 

3.  In  a  letter  dated  July  1 0,  1 981 ,  the  bank,  through  its 
counsel  Cadwalader,  Wickersham  &  Taft,  disagreed 
with  certain  of  the  violations  cited  in  the  Report  of 
Examination  dated  January  19,  1981.  In  this  letter ,  the 
bank's  attorneys  related  their  understanding  that  "Pur¬ 
suant  to  the  terms  of  a  written  agreement  entered  into 
between  the  bank  and  its  customers,  the  bank  was 
accepting  the  funds  as  an  agent  for  its  customers,  and 
that  therefore,  the  investments  were  not  being  treated 
as  assets  of  the  bank.”  The  letter  went  on  to  state  that 
the  bank's  attorneys  had  been  "advised  by  the  Legal 
Division  of  the  Federal  Reserve  Bank  of  New  York  that 
under  the  facts  as  we  understand  them,  these  funds 
are  not  'deposits’  and  that,  accordingly,  the  bank  is 
not  required  to  maintain  reserves  against  them." 

4.  On  December  4,  1981 ,  the  Federal  Reserve  Bank  of 
New  York  sent  a  letter  to  the  bank  in  which  it  noted  that 
the  Fed  had  reviewed  the  OCC’s  Report  of  Examination 
dated  January  19,  1981,  and  expressed  concerns  that 
the  bank  had  not  "reflected  as  deposits  certain  funds 
that  must  be  reported  on  your  ‘Report  of  Transaction 


*  In  a  conversation  with  Mr  Fleming  on  July  2,  1985  concerning  the 
background  of  this  memorandum,  he  advised  as  follows 

(a)  There  was  never  any  doubt  that  the  Bankers'  Acceptances 
transactions  contemplated  by  the  bank  were  booked 
transactions 

(b)  In  his  opinion,  the  only  issue  to  be  decided  was  whether  or 
not  these  were  loans  and  deposits  subject  to  the  require¬ 
ments  of  12  U  SC  §84.  Reg  D  and  Reg  Q  There  was 
never  any  discussion  as  to  whether  or  not  these  wore 
liabilities  of  the  bank 


Accounts,  Other  Deposits  and  Vault  Cash'  (Form  2900) 
as  reservable  liabilities."  The  letter  requested  that  the 
bank  "re-examine  the  matter  and  submit  revised  reports 
by  December  14,  1981  for  the  periods  in  error." 

5.  In  a  letter  dated  December  8,  1981,  the  bank 
through  its  counsel  advised  the  Federal  Reserve  Bank 
of  New  York  that  it  disagreed  with  the  Fed's  conclusion 
on  this  matter.  Bank  counsel  referred  to  its  July  10, 
1981  letter  to  the  OCC  and  reiterated  its  claim  that  it 
had  been  previously  advised  by  the  Legal  Division  of 
the  Federal  Reserve  Bank  of  New  York  that  the  funds 
in  question  are  not  "deposits",  and  that  the  bank  is  not 
required  to  maintain  reserves  against  them. 

The  letter  went  on  to  assert  that  the  Comptroller  had 
not  offered  any  argument  contrary  to  bank  counsel’s 
July  10th  letter,  and  the  latest  report  of  examination, 
dated  June  20,  1981,  had  not  raised  this  issue. 

6.  An  internal  memorandum  generated  by  the  Federal 
Reserve  Bank  of  New  York,  dated  December  22, 
1981,  details  a  discussion  which  took  place  between 
that  Office  and  the  OCC's  New  York  Regional  Office  on 
December  21,  1981,  regarding  the  above-referenced 
December  8,  1981,  letter  from  Bank  counsel.  The 
memo  notes  that  a  representative  of  the  OCC’s  Re¬ 
gional  Office  took  the  position  that  the  practice  criti¬ 
cized  in  the  January  1981  Report  of  Examination  "was 
indeed  a  violation  of  Reg.  D  and  that  this  finding  was 
later  confirmed  at  a  meeting  of  the  Comptroller's 
Regional  Counsel."  The  memo  goes  on  to  relate  the 
fact  that  "the  violation  was  not  mentioned  in  a  follow¬ 
up  examination  of  Golden  Pacific  was  due  merely  to 
the  fact  that  there  were  no  acceptances  on  the  books 
at  the  time."  The  memo  also  states  that  the  OCC 
representative  "flatly  denies  the  claim  made  in  Mr. 
Goldberg’s  letter  that  the  Comptroller’s  Office  has 
accepted  Golden  Pacific’s  arguments  regarding  the 
reservability  of  the  acceptances." 

The  memo  concludes  by  suggesting  further  investiga¬ 
tion  by  the  Fed  as  to  whether  or  not  the  Fed’s  legal 
counsel  had  previously  approved  of  the  practice  as 
alleged  in  bank  counsel’s  letter.  This  memo  was  not 
found  in  CCC  files  but  was  provided  by  the  Fed  in  July 
1985. 

7.  A  follow-up  internal  memorandum  generated  at  the 
Federal  Reserve  Bank  dated  December  28,  1981, 
once  again  makes  note  of  the  differences  of  opinion 
between  the  bank  and  the  OCC  and  asks  for  a  report 
on  the  matter.  The  memo  suggests  that  the  Fed 
conduct  an  internal  review  to  determine  what  opinions 
may  have  been  offered  in  this  area  by  Fed  staff  and 
also  checking  with  the  Comptroller’s  staff  on  the 
matter.  (OCC  has  not  been  able  to  locate  any  docu¬ 


ments  which  would  indicate  the  nature  of  any  internal 
inquiries  made  of  Federal  Reserve  Bank  staff.)  The 
OCC  did  not  obtain  a  copy  of  this  memo  until  July. 
1985. 

8.  In  a  letter  dated  January  12,  1982,  the  New  York 
Regional  Office  advised  Thomas  Pozarek  of  the  Fed¬ 
eral  Reserve  Bank  of  New  York  that  the  OCC  had 
determined  "that  the  form  provided  to  the  customer 
entitled  "non-negotiable  certificate"  indicates  a  de¬ 
posit  relationship  rather  than  a  fiduciary  relationship 
(i.e.,  GPNB  acting  as  agent  for  its  customers  by 
investing  their  funds  in  acceptances  or  federal  funds) 
Consequently,  the  acceptance  is  discounted,  not 
rediscounted,  and  therefore  a  loan.  Based  on  these 
facts,  the  examiner  cited  the  violations  of  12  U.S.C 
§84  and  F.R.B.  Regulations  D  and  O. 

9.  In  a  letter  dated  February  18,  1982,  the  bank 
through  its  counsel  scheduled  an  appointment  to  meet 
with  the  Federal  Reserve  Bank  of  New  York  to  discuss 
this  matter  further. 

10.  A  letter  dated  March  1,  1982,  from  bank  counsel 
to  Dr.  Chuang,  offers  the  opinion  that  funds  accepted 
by  the  bank  from  its  customers  to  purchase  "eligible 
acceptances"  on  their  behalf  are  not  "deposits”  pro¬ 
vided  that  bank  "acts  solely  as  an  agent  for  its 
customers."  Attached  to  the  letter  is  a  document 
characterized  as  an  "Agreement"  which  appears  to 
be  similar  to  the  form  of  "Agreement"  first  produced 
for  OCC  consideration  on  the  evening  of  June  21, 
1985.  This  letter  to  the  bank  does  not  appear  in  OCC 
files  but  was  only  recently  obtained  from  the  Federal 
Reserve  Bank  of  New  York.  There  is  no  indication  that 
it  was  ever  copied  to  the  OCC. 

11.  Another  Federal  Reserve  Bank  memorandum 
dated  March  9,  1982,  purports  to  detail  a  meeting  at 
the  New  York  Federal  Reserve  Bank  with  Dr.  Chuang 
and  his  counsel  on  March  2,  1982.  According  to  the 
memo,  at  that  meeting,  Dr.  Chuang  represented  that 
the  OCC  has  “withdrawn  its  criticism"  concerning  the 
above-referenced  deposit  issue.  [There  is  no  indica¬ 
tion  in  any  OCC  files  that  this  was  in  fact  the  case  To 
the  contrary,  the  only  recorded  information  on  this 
point  indicates  that  the  criticism  had  not  reappeared 
simply  because  the  bank  had  discontinued  its  prac¬ 
tice.] 

12.  In  a  letter  dated  August  3,  1982,  to  Thomas 
Taylor,  the  bank  once  again  raised  the  issue  of  the 
accounting  treatment  for  the  bankers'  acceptance 
transactions.  The  bank  merely  reiterates  its  previous 
contention  that  the  matter  had  been  under  discussion 
with  the  Federal  Reserve  Bank  of  New  York  and  that 
the  Fed  had  determined  "that  the  bank's  practices 
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and  procedures  with  regard  to  the  investment  issue 
were  absolutely  proper  and  in  accordance  with  appli¬ 
cable  laws  and  regulations 

13  No  further  documentation  has  been  discovered 
subsequent  to  August  of  1982  on  this  matter. 

Chronology  of  Communications  with  the 
U.S.  Attorney’s  Office 

The  following  is  a  summary  of  the  OCC's  interaction 
with  the  United  States  Attorney’s  Office  concerning 
potential  criminal  violations  at  the  Golden  Pacific  Na¬ 
tional  Bank,  New  York,  New  York. 

1.  On  December  8,  1981,  the  New  York  Regional 
Office  forwarded  a  criminal  referral  to  the  U.S.  Attor¬ 
ney's  Office  for  the  Southern  District  of  New  York.  This 
referral  was  made  pursuant  to  the  results  of  an  OCC 
investigation  conducted  in  January  and  February  of 
1981 .  This  investigation  was  commenced  after  certain 
individuals  had  come  forward  with  allegations  of  mis¬ 
conduct  involving  certain  bank  insiders.  The  1981 
criminal  referral  provided  information  relative  to  poten¬ 
tial  violations  of  18  U.S.C.  §1001,  false  statements 
made  to  an  agency  of  the  United  States;  18  U.S.C. 
§1005,  false  entries  on  the  books  of  the  bank;  18 
U.S.C.  §1014,  false  loan  applications;  18  U.S.C.  §656, 
misapplication  of  bank  funds;  and  15  U.S.C.  §78j,  use 
of  a  manipulative  and  deceptive  device  in  the  sale  of 
securities.  Information  was  also  referred  relative  to  a 
potential  check-kiting  scheme  involving  violations  of 
18  U.S.C.  §1341  and  18  U.S.C.  §1343.  OCC  records 
indicate  that  some  supporting  documentation,  within 
the  limits  prescribed  by  the  Right  to  Financial  Privacy 
Act,  was  provided  to  the  U.S.  Attorney  along  with  the 
referral. 

2  In  December  1982,  the  New  York  Regional  Office 
received  a  grand  jury  subpoena  dated  December  17, 
1982  for  the  Report  of  Examination  prepared  by  the 
OCC  in  1982.  In  response  to  this  subpoena,  Regional 
Counsel  informed  the  Assistant  U.S.  Attorney  (AUSA) 
that  the  scope  of  the  subpoena  was  not  broad  enough 
to  cover  reports  of  examination  and  other  materials 
relevant  to  the  allegations  in  the  OCC’s  1981  referral. 
Regional  Counsel  suggested  to  the  AUSA  that  the 
scope  be  broadened  to  include  a  request  for  all  such 
documents.  The  OCC  responded  to  this  subpoena  on 
January  24,  1983 

3  During  the  first  week  of  May,  1983,  the  New  York 
Regional  Office  and  the  AUSA  had  a  discussion 
relative  to  the  scope  of  a  new  grand  jury  subpoena 
dated  May  2,  1983  Pursuant  to  this  subpoena,  the 
National  Bank  Examiner  who  had  been  involved  in 
making  the  original  referral  to  the  District  Office  was 


authorized  by  letter  dated  May  19,  1983  to  meet  with 
the  AUSA  and  agents  of  the  grand  jury  to  turn  over 
documents  and  to  assist  in  explaining  the  significance 
of  the  materials  in  question.  Thereafter,  the  examiner 
arranged  to  meet  with  a  representative  of  the  FBI. 

4.  The  examiner  met  with  a  representative  of  the  FBI 
on  June  2,  1983  and  provided  significant  background 
data  as  well  as  the  underlying  documentation  provid¬ 
ing  the  support  for  the  criminal  referral.  The  meeting 
lasted  for  approximately  two  hours  and  OCC  offered 
its  continuing  support.  As  a  follow-up  to  this  meeting, 
the  OCC  submitted  additional  documentation  through 
a  transmittal  letter  dated  July  6,  1983. 

5.  On  September  27,  1983,  a  meeting  was  held 
between  the  examiner  and  the  AUSA  to  discuss  the 
1981  criminal  referral.  In  a  memo  dated  September 
30,  1983,  the  examiner  states  “the  purpose  of  the 
meeting  was  to  assist  in  the  familiarization  of  specific 
underlying  data  arising  from  the  criminal  referral.''  At 
the  meeting,  the  examiner  outlined  the  specific  trans¬ 
actions  involved  in  the  referral  and  again  emphasized 
the  OCC’s  continuing  support  and  cooperation  with 
the  U.S.  Attorney’s  office  in  this  matter. 

6.  On  approximately  October  26,  1983,  the  examiner 
was  contacted  in  Oklahoma  (where  he  had  been 
temporarily  assigned  to  assist  the  Southwest  District) 
by  the  AUSA  as  a  follow-up  to  the  criminal  referral.  In 
a  memo  summarizing  the  contents  of  this  discussion, 
the  examiner  indicated  that  the  AUSA  passed  on 
comments  relating  to  discussions  with  other  individu¬ 
als  and  also  informed  the  examiner  of  some  new 
allegations.  This  was  the  first  time  the  examiner  had 
been  made  aware  of  these  new  allegations  and  he 
informed  the  AUSA  that  his  earlier  investigation  had 
not  turned  up  evidence  to  corroborate  the  new  evi¬ 
dence  recently  made  available  to  the  AUSA. 

The  examiner  advised  the  AUSA  that  he  would  con¬ 
tinue  to  be  available  to  assist  in  any  way.  The  examiner 
subsequently  called  the  New  York  Regional  Office  to 
advise  that  office  of  the  information  presented  by 
AUSA. 

7.  On  December  8,  1983,  the  AUSA  came  to  the  New 
York  Regional  Office  to  discuss  her  ongoing  investi¬ 
gation  of  the  Bank.  In  a  summary  memo  dated  De¬ 
cember  15,  1983,  the  AUSA  reported  on  the  status  of 
the  previously  referred  matters  and  again  discussed 
allegations  which  went  beyond  the  initial  referral  No 
documentation  or  sources  of  information  were  pro¬ 
vided  to  corroborate  these  new  allegations.  The  AUSA 
also  indicated  her  intent  to  continue  the  investigation. 

8  On  December  14,  1983,  the  United  States  Attorney 
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served  the  OCC  with  another  grand  jury  subpoena 
covering  additional  records  generated  by  the  OCC 
since  the  production  of  the  May  2,  1983  subpoena.  All 
of  these  materials  related  to  the  OCC’s  criminal  refer¬ 
ral  made  in  December  of  1981.  The  OCC  responded 
to  this  subpoena  on  December  29,  1983. 

9.  On  January  18,  1984,  as  part  of  the  Barnard 
Committee's  inquiry  into  the  bank  regulatory  agencies 
and  law  enforcement  response  to  bank  fraud,  the 
OCC  was  asked  to  produce  documents  and  informa¬ 
tion  relative  to  the  December  1981  criminal  referral.  By 
letter  dated  February  13,  1984,  the  OCC  provided 
information  relative  to  this  matter  to  the  Committee. 
Thereafter,  in  a  follow-up  letter  dated  July  26,  1984, 
the  OCC  advised  the  Committee  that  the  OCC’s  New 
York  Office  had  encouraged  the  U.S.  Attorney’s  Office 
to  move  expeditiously  in  this  matter  on  a  number  of 
occasions.  The  Department  of  Justice  advised  the 
same  Committee  on  January  5,  1984  and  July  20, 
1984,  that  the  matter  was  still  under  review  and  no 
prosecutive  opinion  had  yet  been  rendered. 

10.  Thereafter,  the  AUSA  contacted  the  examiner  for 
purposes  of  following  up  on  the  1981  criminal  referral. 
The  examiner  was  asked  to  come  to  the  U.S.  Attor¬ 
ney’s  Office  to  assist  in  her  preparation  of  the  case. 

11.  During  the  summer  of  1984,  the  examiner  spent 
approximately  2  months  reviewing  documents  and 
drafting  questions  to  be  used  before  the  grand  jury.  In 
a  letter  dated  September  19,  1984,  the  U.S.  Attorney's 
Office  requested  that  the  examiner  be  designated  as 
an  agent  of  the  grand  jury.  By  letter  dated  September 
20,  1984,  the  examiner  was  authorized  by  OCC’s 
Regional  Counsel  to  serve  as  an  agent  of  the  grand 
jury.  At  this  time,  the  examiner  participated  in  meet¬ 
ings  between  the  U.S.  Attorney’s  Office  and  the  bank 
officers.  During  this  period,  the  focus  of  the  examiner’s 
work  with  the  AUSA  centered  on  three  components  of 
the  original  1 981  referral  and  was  not  directed  towards 
any  allegations  outside  of  that  referral.  Subsequent  to 
this  work  with  the  U.S.  Attorney’s  Office,  the  examiner 
was  contacted  by  the  AUSA  who  indicated  that  the 
1981  referral  would  probably  be  dropped.  [In  prepar¬ 
ing  its  Report  for  this  Committee,  OCC  only  recently 
learned  that  in  response  to  inquiries  from  the  Federal 
Reserve  Board  to  undertake  an  assessment  of  a  bank 
holding  company  application,  the  U.S.  Attorney  for¬ 
mally  notified  the  Federal  Reserve  Board  that  the 
criminal  investigation  had  been  dropped  in  October  of 
1984.  OCC  has  never  been  formally  advised  that  the 
investigation  was  dropped.] 

12.  Upon  being  notified  by  an  informant  in  May  1985  of 
alleged  irregularities  regarding  the  bank’s  issuance  of 
certain  certificates  of  deposit,  a  staff  attorney  of  the 


Enforcement  &  Compliance  Division  of  OCC's  Washing¬ 
ton  Office  contacted  the  U.S.  Attorney’s  office  to  ascer¬ 
tain  the  status  of  the  1981  criminal  referral  The  staff 
attorney  learned  that  the  AUSA  who  was  handling  the 
case  was  no  longer  with  the  U.S  Attorney’s  office  He 
was  unable  to  determine  who  was  currently  handling  the 
case  and  was  advised  that  there  was  no  current  case 
pending  and  was  directed  to  another  AUSA  for  further 
discussions.  This  AUSA  advised  the  staff  attorney  that 
the  OCC  criminal  referral  had  apparently  "fallen  through 
the  cracks.” 

13.  Since  May  of  1985,  OCC  attorneys  have  had 
numerous  conversations  with  the  U.S.  Attorney's  Of¬ 
fice  regarding  the  allegations  made  by  the  informant 
and  the  appropriate  response  from  both  the  bank 
supervisory  agencies  and  the  law  enforcement  com¬ 
munity.  Pursuant  to  OCC’s  invitation,  the  AUSA  at¬ 
tended  a  meeting  with  the  informant  at  OCC’s  New 
York  Office  on  May  18,  1985,  during  which  the  infor¬ 
mant  provided  a  detailed  account  as  to  the  alleged 
irregularities.  The  informant  also  produced  certain 
documentation  at  that  time.  It  was  our  hope  that, 
based  on  this  information,  the  U.S.  Attorney's  Office 
would  be  willing  to  issue  search  warrants  or  com¬ 
mence  an  investigation  on  its  own  to  uncover  addi¬ 
tional  documentation  supporting  the  irregularities  al¬ 
leged  by  the  informant.  The  OCC  was  also  able  to 
provide  the  AUSA  with  a  name  of  another  individual 
who  had  first-hand  information  as  to  the  bank’s  issu¬ 
ance  of  certificates  of  deposit  and  at  one  point  ad¬ 
vised  the  AUSA  that  this  individual  would  be  leaving 
the  country  shortly  and  would  have  to  be  talked  to  as 
soon  as  possible  or  be  unavailable  for  the  next  month. 
The  issue  of  immunity  for  this  individual  was  also 
discussed.  The  AUSA  felt  that  the  matter  could  be 
more  appropriately  handled  by  OCC’s  examiners 
through  the  surprise  examination  that  was  being  de¬ 
veloped  in  the  District  Office.  OCC  has  reason  to 
believe  that  the  AUSA  determined  not  to  meet  with  the 
second  informant.  Moreover,  OCC  has  no  knowledge 
that  grand  jury  subpoenas  or  search  warrants  for 
underlying  documentation  were  ever  issued  OCC 
concerns  with  this  matter  were  also  discussed  with  the 
Department  of  Justice. 

14.  Throughout  the  months  of  May  and  June,  the  OCC 
continued  to  coordinate  its  examination  process  with 
the  U.S.  Attorney’s  Office.  In  view  of  the  decision  of  the 
U.S.  Attorney’s  Office  not  to  issue  search  warrants  or 
subpoenas  or  begin  a  formal  investigation,  the  OCC 
commenced  “a  surprise  examination”  at  the  bank  and 
its  five  loan  production  offices.  Prior  to  the  examina¬ 
tion,  the  OCC  provided  its  examiners  with  administra¬ 
tive  subpoenas  covering  relevant  documents  The 
examination  of  the  bank  commenced  on  June  17  at 
1  00  p  m  and  was  coordinated  with  concurrent  exam- 
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ination  of  the  bank's  five  loan  production  offices  in 
Boston,  Houston,  San  Fransico,  Los  Angeles  and 
Chicago  At  all  times  during  this  examination,  the 
Assistant  U  S  Attorney  was  informed  of  the  proce¬ 
dures  being  utilized  by  the  OCC  and  the  develop¬ 
ments  to  date 

15  On  Wednesday,  June  19,  1985,  an  E&C  staff 
attorney  contacted  the  AUSA  for  purposes  of  advising 
him  that  the  examination  had  been  progressing  well 
and  that  examiners  had  uncovered  significant  infor¬ 
mation  substantiating  many  of  the  allegations  dis¬ 
closed  by  the  informant  at  the  previous  meeting.  The 
AUSA  responded  that  he  felt  that  it  was  appropriate 
that  the  OCC  continue  its  process  absent  any  formal 
law  enforcement  support  at  that  time. 

16.  On  Friday,  June  21,  1985,  a  Washington  staff 
attorney  contacted  the  AUSA  on  several  occasions  to 
discuss  the  serious  nature  of  the  information  being 
uncovered  and  the  high  probability  that  the  OCC 
might  close  the  bank  that  afternoon.  That  same  day, 
the  Director  of  the  OCC’s  Enforcement  &  Compliance 
Division  in  Washington  also  expressed  concerns  to 
the  AUSA  that  certain  individuals  involved  in  these 
transactions  should  be  immediately  contacted  by  the 


U.S.  Attorney’s  Office  to  ensure  the  integrity  of  their 
information  and  also  to  make  sure  that  they  did  not 
disappear  in  light  of  the  information  turned  over  to  the 
examiners.  At  approximately  10:30  p.m.  on  June  21, 
1985,  the  AUSA  was  advised  that  the  Comptroller  had 
declared  the  bank  insolvent,  that  the  bank  had  been 
turned  over  to  the  FDIC  as  receiver  and  that  the  OCC’s 
involvement,  in  terms  of  the  production  of  documents 
and  assistance  of  witnesses,  might  be  limited  by  the 
FDIC’s  presence  in  the  bank.  A  Washington  staff 
attorney  arranged  for  the  AUSA  to  meet  with  OCC 
examiners  in  New  York  on  Saturday,  June  22,  1 985,  to 
discuss  their  findings. 

1 7.  Since  the  closing  of  the  institution,  OCC  Washing¬ 
ton  and  District  personnel  have  remained  in  close 
contact  with  the  AUSA  advising  him  of  the  status  of  our 
findings,  the  availability  of  OCC  examiners,  and  the 
availability  of  OCC  workpapers  and  documents. 

18.  On  Friday,  June  28,  1985,  a  Washington  staff 
attorney  was  contacted  by  another  AUSA  from  the 
Southern  District  and  advised  that  the  case  had  been 
reassigned  to  him.  The  new  AUSA  was  briefed  on  our 
efforts  to  date. 


Statement  of  Michael  Patriarca,  Deputy  Comptroller,  before  the  House 
Subcommittee  on  Financial  Institutions  Supervision,  Regulation  and  Insurance 
of  the  Committee  on  Banking,  Finance  and  Urban  Affairs,  Washington,  D.C., 
September  1 1 ,  1985 


Mr  Chairman  and  members  of  the  Subcommittee,  I 
am  pleased  to  relate  the  view  of  the  Office  of  the 
Comptroller  of  the  Currency  (OCC)  that  the  overall 
condition  of  the  national  banking  system  is  sound. 
While  many  national  banks  have  been  confronted  with 
numerous  challenges  in  recent  years,  the  system  as  a 
whole  is  stable  and  earns  the  public's  continuing 
confidence 

Unprecedented  economic  volatility  in  recent  years  has 
resulted  in  an  increasing  number  of  problem  banks 
and  bank  failures  This  increase  does  not  reflect  a 
widespread  deterioration  of  the  banking  system. 
Rather,  it  reflects  sharp  declines  in  certain  sectors  of 
the  economy  that  are,  in  turn,  adversely  affecting  a 
small  percentage  of  banks 

Over  and  above  the  economic  pressures  faced  by  a 
portion  of  the  banking  industry,  bank  performance 
ch  anges  in  the  financial  sector  that  are  revo¬ 


lutionizing  the  environment  in  which  banks  operate. 
Those  environmental  changes  have  increased  signifi¬ 
cantly  the  risk  and  complexity  of  the  banking  busi¬ 
ness.  In  response,  the  OCC  is  undertaking  efforts  to 
make  bank  management  more  accountable  through 
increased  bank  disclosure  and  is  contemplating  im¬ 
posing  risk-based  capital  requirements  to  strengthen 
the  capital  structure  of  the  banking  system. 

I  will  first  discuss  the  current  financial  performance  of 
the  national  banking  system  as  measured  by  earn¬ 
ings,  asset  quality,  capital,  loan  loss  reserves  and 
liquidity.  Then,  I  will  review  the  economic  factors  that 
have  influenced  bank  performance,  and  the  environ¬ 
mental  changes  that  are  reshaping  the  financial  serv¬ 
ices  marketplace.  Finally,  the  response  of  this  Office  to 
these  factors  and  the  needed  actions  of  banks  and  the 
Congress  will  be  discussed  The  Appendix  to  this 
testimony  presents  detailed  financial  data  regarding 
the  condition  of  the  national  banking  system 
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Condition  of  the  National  Banking  System  in 
1984 

The  national  banking  system  remains  sound  despite 
the  lingering  effects  of  recession,  intense  competition 
and,  to  a  lesser  degree,  adjustments  to  deregulation. 
Aggregate  net  income  of  national  banks  increased  in 
1984.  the  profitability  of  the  national  banking  system, 
however,  continued  a  downward  trend.  National  bank 
return  on  assets  (ROA)  and  return  on  equity  (ROE) 
both  fell  for  the  5th  year  in  a  row.  Typically,  at  this 
stage  of  the  business  cycle,  the  banking  system 
should  be  exhibiting  stronger  profits. 

Behind  these  systemic  trends,  however,  there  was 
substantial  variation  in  the  performance  of  banks  both 
across  size  classes  and  within  size  classes.  In  the 
current  environment,  many  banks  are  earning  reason¬ 
able  profits.  At  the  same  time,  profits  are  lower  at 
banks  with  large  exposures  to  troubled  sectors  of  the 
economy,  particularly  at  banks  that  also  lack  strong 
management.  For  example,  although  aggregate  ROA 
for  the  national  banking  system  was  0.55  percent  in 
1984,  over  70  percent  of  national  banks  had  ROAs  in 
excess  of  0.55  percent,  and  40  percent  had  ROAs  of 
over  1  percent. 

Asset  Size 

There  were  approximately  4,800  national  banks  at 
year-end  1984,  representing  one-third  of  the  total 
number  of  insured  commercial  banks  and  holding 
approximately  55  percent  of  total  commercial  bank 
assets. 

When  assessing  the  condition  of  the  national  banking 
system,  it  is  important  to  note  the  diversity  within  the 
industry.  As  can  be  seen  in  the  following  table,  small 
banks  account  for  over  90  percent  of  the  number  of 
national  banks,  but  hold  only  18  percent  of  total 
assets.  Mid-sized  national  banks  comprise  5  percent 
of  all  national  banks,  with  over  8  percent  of  the 
system’s  assets.  Large  national  banks  represent  less 
than  4  percent  of  all  national  banks,  but  account  for  74 
percent  of  the  national  banking  system’s  assets.  Of 
those  large  banks,  164  are  regional  banks  with  assets 
between  $1  billion  and  $10  billion,  and  17  are  multi¬ 
national  banks  with  assets  over  $10  billion. 

Earnings 

The  earnings  and  profitability  of  national  banks  are 
important  determinants  of  their  ability  to  manage  eco¬ 
nomic  volatility  and  to  fund  growth.  A  banking  system 
requires  strong,  steady  growth  in  earnings  to  build 
reserves  needed  to  absorb  losses  that  occur  in  the 
normal  course  of  the  business  cycle.  Furthermore,  an 
attractive  rate  of  profitability  is  necessary  to  assure 


Size  Distribution  of  National  Banks 
as  of  Year-end  1984 


Size  Class 

Number 

of 

Banks 

%  of 
Total 
National 
Banks 

Assets 
($  billions) 

%  of  Total 
National 
Bank 
Assets 

Small  Banks 

Under  $300  million 

426 

91.3% 

$  267 

1 8  0% 

Mid-sized  Banks 
$300  million— $1  billion 

243 

5.0 

124 

84 

Large  Banks 

Over  $1  billion 

181 

3.7 

1,089 

73  6 

Total 

4,850 

100  0% 

1,480 

100  0% 

investors  of  a  reasonable  dividend  yield  and  prospec¬ 
tive  capital  appreciation.  Therefore,  if  the  national 
banking  system  is  to  remain  strong  over  time,  the 
recent  trends  of  only  modest  earnings  growth  and 
declining  profitability  must  be  reversed. 

As  can  be  seen  in  the  following  table,  small  bank 
return  on  assets  declined  significantly  in  1984.  The 
decline  in  earnings  at  small  banks  is  attributable  to  two 
factors.  First,  small  bank  net  interest  margins  declined 
for  the  second  year  in  a  row,  reflecting  the  increased 
funding  costs  associated  with  high  interest  rates  and 
greater  reliance  on  market  rate  deposits.  The  second 
and  more  important  factor  reducing  small  bank  prof¬ 
itability  was  the  increase  in  the  provision  for  loan 
losses.  The  average  provision  for  loan  losses  in  1984 
was  three  times  greater  than  the  level  for  the  decade 
of  the  1970s. 

In  contrast  to  the  decline  in  small  bank  return  on 
assets,  a  different  earnings  picture  emerged  among 
mid-sized  and  large  national  banks.  On  average, 
mid-sized  national  banks  experienced  a  significant 
increase  in  profitability  in  1984.  Their  net  interest 
margins  declined,  but  less  than  the  degree  experi¬ 
enced  by  small  banks.  Mid-sized  banks’  loan  loss 
provisions  were  stable,  and  they  had  the  greatest 
increase  in  fee  income  in  1984 

The  return  on  assets  of  large  banks  was  almost 
unchanged  at  0.46  percent  in  1984.  In  contrast  to 


Return  on  Assets 

National  Banks 

(Size  Categories  by  Total  Assets) 


Year 

Under 
$300  million 

$300  million- 
$1  billion 

Over 
$1  billion 

Total 

1984 

0.77% 

0  85% 

0  46% 

0  55% 

1983 

0  86 

0  76 

0  48 

0  57 

1982 

091 

0  75 

0  54 

0  63 

1981 

098 

0  85 

0  58 

0  68 

1980 

1  02 

0  86 

0  59 

0  70 
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smaller  national  banks,  those  banks  in  the  large  size 
category  managed  to  maintain  or  even  boost  their  net 
interest  margins  during  1984  This  was  partially  offset, 
however,  by  increases  in  overhead  expenses,  which 
have  become  a  fast-rising  cost  category. 

Among  the  large  banks,  regional  bank  ($1  billion— $1 0 
billion  in  assets)  return  on  assets  rose  significantly 
from  0  56  in  1983  to  0.72  in  1984.  However,  multina¬ 
tional  bank  (assets  over  $10  billion)  return  on  assets 
declined  from  0.41  percent  in  1983  to  0.23  percent  in 
1984  This  decline  is  attributable  to  the  problems  that 
Continental  Illinois  experienced  in  1984.  If  Continental 
Illinois  is  excluded  from  the  1984  calculation,  return  on 
assets  for  the  multinational  banks  remains  virtually 
unchanged  at  0.42  percent. 

Changes  in  national  banks'  return  on  equity  in  1984 
paralleled  changes  in  return  on  assets.  National  bank 
return  on  equity  declined  to  9.32  percent  in  1984  from 
10.12  percent  in  1983.  Since  1980,  return  on  equity  at 
national  banks  has  declined  by  almost  3.5  percentage 
points. 

The  overall  decline  in  return  on  equity  reflects  declines 
at  the  small  and  large  banks.  Small  bank  return  on 
equity  fell  by  over  a  full  percentage  point  during  1984 
to  9.69  percent.  For  the  large  banks,  the  decline  in 
return  on  equity  was  primarily  due  to  the  problems 
experienced  by  Continental  Illinois  in  1984.  When 
Continental  Illinois  is  excluded  from  the  1984  calcula¬ 
tion,  return  on  equity  at  large  banks  declines  by  a 
more  modest  amount. 


Asset  Quality 

Asset  quality  reflects  the  condition  of  the  economy. 
The  deterioration  of  bank  asset  quality  throughout  the 
decade  reflects  the  recessionary  climate  of  the  early 
1980s.  In  1984,  aggregate  classified  assets  at  national 
banks  declined  only  slightly  from  their  1983  level. 

As  noted  earlier,  problem  loans  at  small  banks  contin¬ 
ued  to  grow,  as  reflected  in  the  rise  in  their  classified 
assets  to  0  86  percent  of  total  assets.  This  was  offset, 
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9  69% 
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Year 

Under 
$300  million 

$300  million- 
SI  billion 

Over 
$1  billion 

Total 

1984 

0  86% 

0  69% 

1.29% 

115% 

1983 

0.77 

0.78 

1.31 

1.16 

1982 

0.67 

0.76 

098 

090 

1981 

050 

050 

0  63 

060 

1980 

045 

0  44 

053 

051 

however,  by  an  improvement  in  classified  assets  at 
mid-sized  and  large  banks. 

Capital  and  Loan  Loss  Reserves 

The  adequacy  of  capital  is  an  important  factor  in  a 
bank’s  ability  to  withstand  credit  and  operating  losses. 
Regulatory  initiatives  and  continuing  asset  problems 
led  banks  to  bolster  their  capital  positions  in  1984. 
Primary  capital,  as  a  percentage  of  total  assets,  rose 
to  6.6  percent  in  1984  from  6.3  percent  in  1983  and 
6.0  percent  in  1980.  Since  1980,  primary  capital  at 
national  banks  has  increased  by  about  $32  billion. 

Primary  capital  as  a  percentage  of  total  assets  at  small 
banks  averaged  8.6  percent  in  1984,  an  amount  well 
in  excess  of  regulatory  requirements.  This  has  been  a 
key  factor  in  the  ability  of  most  small  banks,  even 
those  with  loan  portfolios  concentrated  in  industries 
such  as  agriculture,  to  weather  loan  losses.  The 
capital-to-asset  ratio  at  mid-sized  banks  was  a  healthy 
7.5  percent,  and  recent  injections  of  capital  by  several 
multinational  banks  boosted  averaged  capital  ratios  of 
the  large  banks  to  6.1  percent  from  5.7  percent  in 
1983. 

While  we  are  encouraged  that  capital-to-asset  ratios 
have  been  increasing  for  several  years,  whether  a 
bank’s  capital  level  is  adequate  depends  on  its  level  of 
risk.  For  that  reason,  as  will  be  discussed  later  in  this 
testimony,  we  are  studying  the  concept  of  risk-based 
capital  requirements. 

At  this  point,  we  only  have  a  rough  idea  of  what 
national  bank  capital  levels  are  on  a  risk-adjusted 
basis.  When  capital  is  reduced  to  reflect  classified 
assets  and  taken  as  a  percentage  of  total  assets  plus 
standby  letters  of  credit,  the  national  banking  system 
capital  ratio  is  5.1  percent.  Adjusted  in  this  way, 
capital  is  found  to  have  declined  from  1980  until  1983, 
and  to  have  increased  in  1984  These  adjustments, 
however,  are  incomplete.  For  example,  low  risk  assets 
such  as  government  securities  should  demand  far 


Primary  Capital  of  National  Banks  by  Size, 
1983-1984 


Primary  Capital/  Reserves/T otal 

Total  Assets  (%)  Assets  (%) 


Size  Class 

1983 

1984 

1983 

1984 

Small  Banks 

Under  $300  million 

8  5% 

8  6% 

059% 

0.67% 

Mid-sized  Banks 
$300  million— $1  billion 

7.4 

7.5 

066 

0.71 

Large  Banks 

Over  $1  billion 

5.7 

6.1 

0.72 

080 

Total 

6  3% 

6.6% 

0  69% 

0  77% 

less  capital  than  loans,  and  an  accurate  risk-adjusted 
capital  measure  should  reflect  that. 

National  banks  have  also  increased  reserves  for  loan 
losses,  a  component  of  primary  capital,  in  response  to 
OCC  directives  addressing  asset  quality  deterioration 
in  recent  years.  As  of  year-end  1984,  national  banks 
had  over  $11  billion,  or  0.77  percent  of  assets,  in 
reserves  for  loan  losses. 

Liquidity 

Liquidity  is  a  bank’s  most  important  safeguard  against 
funding  difficulties.  Even  the  most  well-managed 
banks  are  not  invulnerable  to  a  sudden  erosion  of 
market  confidence.  For  that  reason,  the  OCC  monitors 
the  diversity  and  stability  of  funding  sources  and  the 
liquidity  of  assets,  particularly  at  regional  and  multina¬ 
tional  banks. 

Somewhat  divergent  trends  in  bank  liquidity  have 
recently  become  apparent.  Asset  liquidity  has  de¬ 
clined,  but  at  the  same  time,  banks’  dependence  on 
volatile  liabilities  has  also  declined.  Thus,  although 
overall  liquidity  is  down,  the  industry’s  need  for  liquid¬ 
ity  is  lessened  somewhat  by  a  greater  stability  of 
funding  sources. 

Asset  liquidity,  as  measured  by  the  proportion  of 
assets  invested  in  cash  and  securities  relative  to  loans 
and  leases,  typically  responds  to  the  credit  demands 
of  the  business  cycle.  Due  to  the  back-to-back  reces¬ 
sions  in  1980  and  1981-82,  the  ratio  of  loan  and 
leases  to  total  assets  remained  relatively  stable  at 
about  56  percent  during  the  period  1980  to  1983. 

As  the  recovery  progressed,  however,  loan  demand 
grew.  In  addition,  higher  capital-to-asset  requirements 
for  the  very  large  banks  may  have  encouraged  them  to 
increase  their  holdings  of  less  liquid,  higher  yielding 
assets,  such  as  commercial  loans,  in  order  to  maintain 
their  return  on  equity.  As  a  result,  in  1984,  the  propor¬ 
tion  of  bank  assets  allocated  to  loans  rose  by  almost 


one-tenth  to  61.5  percent.  Most  of  the  loan  growth 
occurred  at  mid-sized  and  large  banks 

Dependence  on  volatile  liabilities  has  lessened  over 
the  past  several  years.  Increased  bank  competitive¬ 
ness  for  retail  deposits  and  lessons  derived  from  the 
experience  of  Continental  Illinois  have  combined  to 
cause  many  bank  managers  to  restructure  their  fund¬ 
ing  sources  to  attract  and  retain  a  higher  proportion  of 
more  stable  deposits. 

Dependence  on  purchased  funds  peaked  in  1981  at 
45  percent  of  assets  for  all  national  banks  and  has 
since  declined  to  36.8  percent  While  this  decline  has 
occurred  at  banks  of  all  sizes,  it  has  been  most 
pronounced  among  the  largest  national  banks,  which 
reduced  money  market  dependence  from  54.9  per¬ 
cent  to  44  percent  of  assets. 

The  effect  of  brokered  deposits  on  national  bank 
liquidity  remains  quite  small.  As  of  March  31,  1985, 
only  270  national  banks,  or  6  percent  of  all  national 
banks,  reported  any  brokered  deposits.  At  most  of 
these  banks,  brokered  deposits  comprised  less  than 
10  percent  of  total  deposits.  The  use  of  brokered 
deposits,  however,  does  raise  supervisory  concerns, 
particularly  among  troubled  banks,  and  the  OCC  is 
continuing  to  exercise  a  wide  range  of  restrictions  and 
limitations  on  brokered  deposits  on  a  case-by-case 
basis. 

Sectoral  Factors  Affecting  National  Bank 
Performance 

The  effects  of  the  strong  dollar  on  export-dependent 
sectors  and  the  dampening  of  inflationary  expecta¬ 
tions  have  contributed  to  major  weaknesses  in  spe¬ 
cific  sectors  of  the  economy.  These  sectoral  problems 
have  resulted  in  continued  asset  quality  deterioration, 
and  a  steady  increase  in  the  number  of  problem  banks 
and  bank  failures.  As  of  last  month,  261  national  banks 
were  problem  banks,  defined  as  those  banks  rated 
"4"  or  “5”  under  the  Uniform  Financial  Institutions 
Rating  System. 

Bank  failures  have  also  been  increasing  During  the 
1 970-1981  period,  commercial  bank  failures  averaged 
nine  per  year  However,  as  shown  below,  the  number 
of  bank  failures  has  increased  dramatically  since 
1982.  The  sectors  of  the  economy  most  responsible 
for  the  increase  in  problem  banks  and  bank  failures 
are  the  agriculture,  energy,  and  real  estate  sectors  In 
addition,  the  downturn  in  the  international  economy 
has  caused  problems  for  banks. 

In  the  agricultural  sector,  an  inflationary  boom  in 
farmland  prices  ended  in  the  early  1980s  Commodity 
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Number  of  Failed  Banks 


Total  Bank 
Failures 

State  Bank 
Failures 

National  Bank 
Failures 

1985* 

76 

56 

20 

1984 

79 

62 

17 

1983 

48 

39 

9 

1982 

42 

31 

11 

‘As  of  August  31,  1985 


prices  stagnated,  land  values  began  to  fall,  and  the 
strong  U  S.  dollar  and  increased  competition  from 
foreign  producers  weakened  demand  for  farm  ex¬ 
ports  As  collateral  values  declined  and  debt  servicing 
capacity  was  eroded,  the  quality  of  agricultural  credits 
deteriorated.  There  appear  to  be  few  prospects  for 
early  relief  for  the  agricultural  sector.  High  productivity 
and  bumper  crops  will  keep  commodity  prices  well 
below  the  levels  reached  5  years  ago. 

The  severe  problems  of  the  agricultural  sector  are 
reflected  in  the  condition  of  agricultural  banks,  defined 
as  those  banks  with  25  percent  or  more  of  their  assets 
in  agricultural  loans.  At  year-end  1984,  agricultural 
banks  comprised  18  percent  of  the  total  number  of 
national  banks,  but  accounted  for  31  percent  of  the  4 
and  5  rated  banks  in  the  group.  So  far  this  year,  over 
half  of  the  total  commercial  bank  failures  have  been 
agricultural  banks. 

The  energy  sector’s  problems  are  similar  to  those  of 
agriculture — an  end  to  an  inflationary  bubble  followed 
by  excess  capacity,  weak  demand,  and  falling  prices. 
When  expected  increases  in  oil  prices  failed  to  mate¬ 
rialize  in  1982,  many  oil  and  gas  producers  began 
experiencing  cash  flow  problems.  Excess  production 
drove  oil  prices  down  which,  in  turn,  led  to  falling 
values  for  oil  and  gas  fields  and  production  equip¬ 
ment  As  in  the  case  of  agriculture,  there  are  no 
immediate  prospects  for  a  recovery  in  oil  and  gas 
prices  Increased  oil  production  by  overseas  produc¬ 
ers  combined  with  modest  economic  growth  by  the 
industrialized  countries  may  lead  to  stagnant,  if  not 
weakening,  energy  prices. 

As  of  the  first  quarter  of  1985,  there  were  224  national 
energy  banks,  defined  as  national  banks  with  at  least 
25  percent  of  total  capital  in  energy  loans.  Of  those 
banks  19  percent  were  4  or  5  rated  banks. 

Nearly  one-third  of  all  bank  lending  is  to  the  real  estate 
sector  an  area  that  has  recently  begun  showing  signs 
of  economic  problems  The  significant  reduction  in  the 
'ate  of  oflation  combined  with  overbuilding  has  re- 
s  „  ted  r  declining  real  estate  values  and  high  va¬ 
cancy  rates  in  some  parts  of  the  United  States  As  a 
res  >  *  tr^*  quality  of  bank  real  estate  loans  is  deterio¬ 


rating.  Therefore,  we  are  analyzing  real  estate  con¬ 
struction  loan  data  gathered  by  metropolitan  statistical 
area  and  will  soon  be  better  able  to  quantify  the 
implications  of  the  real  estate  sector’s  problems  for 
national  banks. 

In  addition,  some  of  the  largest  U.S.  banks  lost  signif¬ 
icant  income  because  of  problems  in  the  international 
economy.  Depressed  commodity  prices,  slow  eco¬ 
nomic  growth,  high  real  rates  of  interest,  and  pro¬ 
tracted  debt  negotiations  have  caused  continuing 
payment  delays  among  international  borrowers.  As  a 
result,  U.S.  multinational  banks  have  had  to  place 
many  of  their  international  loans  on  a  non-accrual 
basis  and  increase  their  loan  loss  reserves  for  inter¬ 
national  loans. 

Although  some  200  U.S.  banks  lend  internationally, 
nearly  60  percent  of  U.S.  banks’  international  loans  are 
concentrated  in  the  nine  largest  commercial  banks.  At 
year-end  1984,  those  banks  reported  total  foreign 
nonperforming  loans  at  $8.1  billion.  Those  foreign 
nonperforming  loans  were  equal  to  1 .8  percent  of  their 
total  loans  and  55  percent  of  total  nonperforming 
loans. 

Environmental  Factors  Affecting  National 
Bank  Performance 

A  second  and  less  demonstrable  factor  affecting  the 
condition  of  the  banking  system  is  the  structural 
change  that  is  taking  place  in  the  financial  services 
industry.  There  have  been  many  forces  behind  that 
change.  For  example,  improved  technology  has  made 
it  possible  to  provide  financial  services  more  quickly 
and  less  expensively  than  before.  Nonbank  financial 
service  providers  are  less  restricted  than  banks  and 
are  utilizing  new  technologies  to  compete  for  market 
share.  Consumers  of  financial  services  are  becoming 
more  discriminating  and  are  increasingly  demanding 
high-quality,  innovative  products.  Furthermore,  the 
financial  market  is  no  longer  local;  it  has  become 
national,  and  even  global,  in  scope. 

Although  the  effects  of  these  factors  on  bank  perform¬ 
ance  to  date  are  unclear,  the  underlying  changes  in 
the  financial  environment  have  permanently  increased 
the  complexity  and  riskiness  of  the  banking  business. 
Future  bank  performance  will  reflect  that  fact. 

Regulatory  Response 

Economic  volatility  in  recent  years  has  been  more 
severe  than  in  past  decades,  bringing  with  it  in¬ 
creased  bank  failure  rates.  The  government,  however, 
neither  can  nor  should  completely  insulate  banks  from 
sectoral  economic  downturns  or  the  dynamics  of  the 
financial  marketplace.  Our  bank  regulatory  system  is 


not  designed  to  prevent  bank  failures.  To  do  so  would 
require  either  nationalization  of  the  banking  industry, 
or  the  elimination  of  all  risk — one  consequence  of 
which  would  be  to  preclude  banks  from  funding  the 
nation’s  economic  growth. 

Supervisors  do,  however,  have  a  role  in  minimizing  the 
impact  of  bank  failures  and  the  negative  effects  of 
troubled  banks  on  the  safety  and  soundness  of  the 
banking  system.  The  demanding  economic  climate  of 
the  1980s  and  the  emerging  risks  due  to  the  rapidly 
changing  financial  services  marketplace  have  indi¬ 
cated  that  supervisors  need  increased  authority  to 
deal  with  problems  quickly  and  effectively  enough  to 
minimize  the  risk  to  the  system.  We  have  identified  two 
areas  where  the  supervisory  process  can  be  adapted 
to  address  the  economic  and  environmental  pres¬ 
sures  on  the  industry.  The  first  is  to  make  bank 
management  more  accountable  through  increased 
disclosure.  The  second  is  to  establish  risk-based 
capital  requirements. 

Increased  Bank  Disclosure 

Public  disclosure  complements  the  OCC’s  supervi¬ 
sory  efforts  by  enabling  the  marketplace  to  participate 
in  controlling  risk-taking  by  banks.  The  OCC  is  cur¬ 
rently  considering  a  proposal  to  increase  bank  disclo¬ 
sure  requirements.  It  would  extend  to  all  banks  disclo¬ 
sure  requirements  similar  to  those  faced  by  publicly 
held  banks  and  registered  bank  holding  companies. 
The  disclosure  required  of  the  larger  banks  has  im¬ 
posed  elements  of  market  discipline  on  them,  and  we 
expect  our  proposal  will  do  the  same  for  smaller 
banks.  Increased  disclosure  would  make  bank  man¬ 
agement  more  accountable  to  its  shareholders,  its 
depositors,  its  supervisors,  and  the  public.  It  would 
also  enable  depositors  and  investors  to  better  gauge 
the  performance  of  all  individual  banks  and  thus  make 
informed  decisions  on  where  to  place  funds. 

Risk-Based  Capital  Requirements 

We  also  believe  that  the  capital  structure  of  the  bank¬ 
ing  system  should  be  strengthened.  Earlier  this  year, 
under  the  authority  of  the  International  Lending  Super¬ 
vision  Act  of  1983,  the  three  federal  banking  agencies 
imposed  a  uniform  minimum  capital-to-asset  require¬ 
ment  for  all  commercial  banks. 

However,  we  view  that  recent  capital  regulation,  which 
employs  a  simple  capital-to-asset  ratio,  as  only  an 
interim  step  because  it  has  two  deficiencies.  First,  the 
present  minimum  capital  requirement  treats  all  assets 
equally,  regardless  of  risk  or  liquidity.  Therefore,  to  the 
extent  that  the  regulation  forces  banks  to  raise  their 
capital-to-asset  ratio,  banks  are  likely  to  increase  the 
yield  on  their  assets  in  order  to  maintain  their  return  on 
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equity.  The  result  may  be  an  increase  in  the  overall 
riskiness  of  a  bank’s  assets  as  low-yielding,  low-risk 
assets  such  as  Treasury  securities  and  loans  to  high- 
quality  borrowers  are  replaced  with  higher  yielding, 
riskier  assets. 

The  second  deficiency  in  the  present  capital-to-asset 
requirement  is  that  it  fails  to  take  explicitly  into  consid¬ 
eration  other  risks  assumed  by  a  bank  that  do  not 
appear  on  the  balance  sheet.  It  therefore  encourages 
banks  to  shift  activities  off  of  their  balance  sheets  The 
result  is  that  traditional  measures  for  gauging  the 
relative  strength  of  individual  capital  positions  may  be 
misleading,  if  not  invalid.  As  shown  in  the  table  below, 
the  use  of  standby  letters  of  credit  has  grown  dramat¬ 
ically  at  large  banks.  These  standbys,  although  gen¬ 
erally  issued  to  very  strong  borrowers,  represent  an 
assumption  of  credit  risk  by  the  issuing  bank  even 
though  no  loan  has  been  made. 

Other  major  off-balance  sheet  activities  include  the 
issuance  of  loan  commitments,  foreign  exchange 
commitments,  and  interest  rate  swaps.  In  fact,  there 
are  literally  dozens  of  activities  including  electronic 
data  processing,  trust  department  activities  and  mort¬ 
gage  banking  activities  that  create  credit,  interest  rate, 
funding,  fiduciary,  or  operating  risks  for  a  bank  Some 
of  these  activities  have  been  conducted  by  banks  for 
years;  others  have  arisen  more  recently  as  banks  seek 
to  retain  customers  who  can  now  go  directly  to  the 
capital  markets  for  some  of  their  basic  borrowing 
needs. 

Because  of  our  concerns  with  present  capital-to-asset 
ratios,  we  are  studying  the  feasibility  of  a  risk-based 
capital  requirement.  Under  such  an  approach,  the  min¬ 
imum  capital  requirement  would  be  based  on  the  overall 
riskiness  of  a  bank’s  activities,  both  on  and  off  the 
balance  sheet.  Factors  to  be  taken  into  consideration 
include  credit  risks,  asset  concentrations,  off-balance 
sheet  activities,  interest  rate  risk,  and  liquidity 

We  believe  that  the  changing  nature  of  risk  in  the 
financial  system  may  require  moving  to  risk-based 
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capital  requirements  for  depository  institutions.  We 
believe  that  simply  increasing  the  capital-to-asset  ratio 
further  is  likely  to  be  ineffective  in  strengthening  the 
banking  system  and  may  even  weaken  it. 

Other  Actions 

Numerous  other  proposals  have  been  put  forth  that 
are  designed  to  address  the  economic  pressures  and 
emerging  risks  facing  the  industry.  One  of  the  most 
common  is  risk-based  deposit  insurance  premiums.  It 
is  argued  that  if  banks  are  required  to  pay  insurance 
premiums  commensurate  with  their  level  of  risk,  they 
would  be  more  prudent  and  the  insurance  fund  would 
be  exposed  to  less  risk. 

While  we  have  long  been  supporters  of  requiring 
banks  to  bear  the  burdens — as  well  as  the  gains — of 
the  risks  they  take,  we  feel  that  the  risk-based  capital 
approach  is  preferable  to  relying  on  risk-based  insur¬ 
ance  premiums.  Requiring  the  level  of  capital  to  be 
commensurate  with  a  bank’s  risk  would  be  a  more 
direct  way  to  encourage  reasoned  risk-taking,  and 
would  involve  more  of  the  marketplace — equity  hold¬ 
ers — in  the  process  of  disciplining  banks. 

We  do  feel,  however,  that  providing  the  FDIC  authority 
to  terminate  insurance  more  quickly,  as  the  FDIC  has 
proposed,  would  have  a  salutary  effect  on  the  safety 
and  soundness  of  the  industry  and  the  risk  to  the 
insurance  fund.  Bank  management  would  be  discour¬ 
aged  from  making  imprudent  decisons  if  it  knew  that 
the  bank  could  lose  its  insured  status  as  a  result  of 
those  decisions.  This  would  be  especially  beneficial 
as  the  business  of  banking  and  the  decisions  of 
management  become  more  fast-paced  and  complex. 

Along  a  related  vein,  the  FDIC  has  proposed  that  it 
have  greater  enforcement  authority  over  national 
banks  and  state  banks  belonging  to  the  Federal 
Reserve  System  that  are  experiencing  difficulties.  We 
view  this  as  unnecessary  and  not  in  keeping  with  the 
FDIC's  role  As  the  insuring  agency,  the  FDIC  has  full 
authority  to  grant,  deny,  or  terminate  insurance  cover¬ 
age  As  the  supervisor  of  national  banks,  it  is  the 
responsibility  of  the  OCC  to  conduct  examinations 
and,  when  necessary,  to  institute  corrective  actions. 
Over  the  past  4  years,  the  OCC  has  exercised  1,359 
enforcement  actions  We  are  not  aware  of  any  dis¬ 
agreement  between  the  OCC  and  FDIC  over  our  use 
of  enforcement  actions  that  would  require  greater 
FDIC  enforcement  authority 

Fmai:/  this  Office  is  exploring  a  proposal  that  would 
gi/e  the  regulatory  agencies  the  authority  to  respond 
eari  er  and  more  forcefully  to  problem  institutions. 
Far  er  super /isory  action  would  reduce  the  likelihood 


that  a  bank  with  negative  capital  could  continue  to 
operate,  thereby  reducing  the  exposure  of  the  FDIC, 
other  creditors,  depositors,  and  the  public.  For  exam¬ 
ple,  any  time  a  bank’s  capital  falls  below  3  percent 
(the  level  at  which  we  routinely  ask  the  FDIC  to 
consider  termination  of  deposit  insurance),  the  pri¬ 
mary  supervisor  could  be  given  the  authority  to  require 
the  owners  to  seek  a  merger  partner  or  to  liquidate  the 
bank.  Alternatively,  a  conservator,  with  authority  to 
exercise  the  full  range  of  powers  possessed  by  bank 
management,  including  the  sale  of  the  bank,  could  be 
appointed  by  the  primary  supervisor.  We  would  be 
pleased  to  work  with  the  Subcommittee  in  exploring 
this  idea  further. 


Bank  and  Congressional  Responses 

The  increased  risk  and  complexity  posed  by  the 
financial  marketplace  requires  input  from  all  partici¬ 
pants,  not  just  the  regulators.  Bank  management  must 
acknowledge  that  its  environment  has  changed  and 
adapt  its  policies  and  procedures  accordingly,  recog¬ 
nizing  that  it  will  be  held  more  accountable  for  its 
actions  than  in  the  past.  In  addition,  bank  directors, 
like  supervisors,  must  be  prepared  to  hold  manage¬ 
ment  accountable  for  its  performance. 

Congress  can  facilitate  bank  adaptation  to  the  under¬ 
lying  changes  in  the  marketplace  by  proceeding  with 
the  relaxation  of  product  and  geographic  restrictions. 
If  banks  are  to  keep  pace  with  less  regulated  compet¬ 
itors  in  meeting  market  demands,  they  need  more 
flexibility  to  adjust  to  changes  in  their  environment. 
While  other  financial  services  providers  have  diversi¬ 
fied,  expanded,  and  innovated  to  keep  pace  with  new 
technologies  and  market  demands,  banks  have  largely 
had  to  sit  on  the  sidelines.  Providing  banks  or  bank 
holding  companies  with  new  product  and  geographic 
flexibility  would  enable  them  to  be  viable  competitors  in 
the  marketplace  of  today  and  tomorrow. 

New  product  and  geographic  flexibility  is  also  impor¬ 
tant  to  allow  banks  to  reduce  their  vulnerability  to 
economic  fluctuations.  Diversification  of  income 
sources  and  customer  bases  could  greatly  alleviate 
banks’  susceptibility  to  economic  volatility. 

Congress  can  also  assist  the  regulatory  agencies  in 
assuring  systemic  safety  and  soundness  by  imple¬ 
mentation  of  the  measures  discussed  earlier.  In  par¬ 
ticular,  providing  the  FDIC  with  the  authority  to  termi¬ 
nate  deposit  insurance  more  quickly  and  the  supervi¬ 
sory  agencies  with  more  flexibility  in  dealing  with 
problem  institutions  would  enhance  the  effectiveness 
of  the  regulatory  agencies.  As  a  starting  point  for 
much  needed  reform,  the  OCC  encourages  Congress 


to  consider  the  recommendations  of  the  Bush  Task 
Force. 

Conclusion 

In  conclusion,  the  overall  condition  of  the  national 
banking  system  is  sound.  Although  problem  banks 
and  bank  failures  are  increasing,  this  is  a  phenome¬ 
non  affecting  primarily  those  banks  with  concentra¬ 
tions  of  loans  to  those  sectors  that  are  experiencing 
severe  economic  downturns.  In  addition,  an  increas¬ 
ingly  important  factor  that  will  affect  the  viability  of 
banks  into  the  future  is  the  significant  structural 
change  that  is  taking  place  in  the  financial  service 
sector. 

The  OCC  neither  can  nor  should  insulate  banks  from 
sectoral  economic  downturns  or  the  dynamics  of  the 


financial  marketplace  experienced  by  the  banking 
system.  The  OCC,  however,  will  continue  to  minimize 
the  impact  of  troubled  banks  and  bank  failures  on  the 
safety  and  soundness  of  the  banking  system  through 
its  supervisory  authority. 

Congress  can  facilitate  bank  adaptation  to  the  under¬ 
lying  changes  in  the  marketplace  through  a  relaxation 
of  bank  product  and  geographic  restrictions  and  can 
ensure  the  continued  effectiveness  of  national  bank 
oversight  by  increasing  the  OCC’s  supervisory  flexi¬ 
bility. 

Working  together,  the  OCC,  other  regulators,  banks, 
and  Congress  can  assure  a  sound  banking  system 
into  the  future. 


Appendix 

Detailed  Financial  Data  Regarding  the  Condition  of  the  National  Banking 
System 


Return  on  Assets 

National  Banks 

(Size  Categories  by  Total  Assets) 


Year 

Under 
$300  million 

$300  million- 
$1  billion 

Over 
$1  billion 

Total 

1984 

0.77% 

0.85% 

0  46% 

0  55% 

1983 

086 

0  76 

0.48 

057 

1982 

0.91 

0  75 

0  54 

063 

1981 

098 

085 

0  58 

068 

1980 

1.02 

086 

059 

0.70 

1979 

1.00 

084 

063 

0  73 

1978 

0  94 

0.78 

060 

069 

1977 

087 

0.71 

055 

064 

1976 

085 

068 

057 

065 

1975 

0  79 

068 

059 

065 

Definition  Aggregate  net  income  divided  by  aggregate  year-end 
total  assets. 

Source:  Call  Reports. 


Return  on  Equity 

National  Banks 

(Size  Categories  by  Total  Assets) 


Year 

Under 
$300  million 

$300  mill  ion- 
31  billion 

Over 
$1  billion 

Total 

1984 

9  69% 

12.52% 

8.71% 

9  32% 

1983 

1081 

11.28 

966 

10.12 

1982 

11.43 

11.09 

11.50 

11  44 

1981 

12  31 

12.67 

12.54 

12  49 

1980 

12  88 

12  75 

12  75 

12.79 

1979 

13  01 

12.91 

1357 

1333 

1978 

12  38 

12.17 

12  66 

12  52 

1977 

11.82 

10.90 

11.32 

11  42 

1976 

11.19 

10  44 

11.22 

1110 

1975 

10  90 

1057 

12  39 

11.62 

Definition:  Aggregate  net  income  divided  by  aggregate  year-end 
total  equity 
Source:  Call  Reports 
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Weighted  Classified  Assets  as  a  Percentage  of  Total 

Assets 


National  Banks 

(Size  Categories  by  Total  Assets) 


Year 

Under 
$300  million 

$300  million- 
$1  billion 

Over 
$1  billion 

Total 

1984 

0  86% 

0  69% 

1  29% 

1  1 5% 

1983 

0  77 

0.78 

1.31 

1.16 

1982 

0  67 

0.76 

098 

0  90 

1981 

0  50 

050 

063 

060 

1980 

0  45 

0.44 

053 

051 

1979 

038 

039 

0  60 

053 

1978 

040 

051 

0.77 

066 

1977 

0.44 

065 

095 

080 

1976 

0  50 

081 

1.50 

1.13 

1975 

047 

0  84 

1  49 

1.14 

Note  The  data  used  to  calculate  these  ratios  were  obtained  from  the 
most  recently  available  examination  report  for  each  bank  as  of  year 
end  rather  than  call  reports  Because  of  the  Intermittent  nature  of 
exam  scheduling  among  banks,  these  data  do  not  cover  uniform 
periods  Therefore  the  data  may  differ  from  statistics  obtained  from 
year-end  call  reports. 

Definition  Aggregate  classified  assets  (20%  of  substandard  +  50% 
of  doubtful  +  100%  of  loss),  divided  by  aggregate  total  assets 
Source  1979-1984,  OCC  1975-1978,  FRB 


Primary  Capital  as  a  Percentage  of  Total  Assets 

National  Banks 

(Size  Categories  by  Total  Assets) 


Year 

Under 
$300  million 

$300  million- 
$1  billion 

Over 
$1  billion 

Total 

1984 

8  59% 

7  46% 

6  05% 

6  62% 

1983 

8  50 

7  40 

5  66 

634 

1982 

8  53 

7  36 

537 

6.13 

1981 

8  50 

7.32 

5  22 

603 

1980 

8  44 

733 

5.18 

6  02 

1979 

8  27 

7.12 

5.18 

6  00 

1978 

8  09 

7  00 

5  23 

605 

1977 

7  91 

7  07 

534 

6  15 

1976 

8  08 

7  14 

5  56 

639 

1975 

8  06 

7  29 

5  55 

6  42 

Definition  Aggregate  year-end  primary  capital  (total  equity  capital 
+  allowance  for  loan  and  lease  losses)  divided  by  aggregate 
year-end  total  assets 
Source  Call  Reports 


Primary  Capital  as  a  Percentage  of  Total  Assets 


National  Banks 

(Size  Categories  by  Total  Assets) 


Year 

Under 
$300  million 

$300  million- 
$1  billion 

Over 
$1  billion 

Total 

1984 

8  66% 

7.42% 

5  73% 

6  45% 

1983 

8  60 

7  42 

5  65 

637 

1982 

8  66 

7  45 

5  32 

6  15 

1981 

865 

7  55 

5  20 

6  10 

1980 

8  55 

7.47 

5  12 

6  03 

1979 

8  38 

7  34 

5  21 

607 

1978 

7.76 

6  92 

4  97 

583 

1977 

7  66 

694 

4  97 

582 

1976 

7  54 

6  77 

4  77 

5  81 

1975 

7  56 

669 

4  77 

5  76 

Note:  The  data  used  to  calculate  these  ratios  were  obtained  from  the 
most  recently  available  examination  report  for  each  bank  as  of  year 
end  rather  than  call  reports.  Because  of  the  intermittent  nature  of 
exam  scheduling  among  banks,  these  data  do  not  cover  uniform 
periods  Therefore  the  data  may  differ  from  statistics  obtained  from 
year-end  call  reports 

Definition  Aggregate  primary  capital  at  examination  date  (gross 
capital  funds  -  subordinated  debt  1979-1984,  total  equity  + 
reserves  on  loans  1975-1978)  divided  by  aggregate  total  assets 
Source:  1979-1984,  OCC  1975-1978,  FRB 


Primary  Capital  Less  Weighted  Classified  Assets,  as 
a  Percentage  of  Total  Assets 

National  Banks 

(Size  Categories  by  Total  Assets) 


Year 

Under 
$300  million 

$300  mill  ion- 
31  billion 

Over 
$1  billion 

Total 

1984 

7  80% 

6  73% 

4  44% 

5  29% 

1983 

7  84 

665 

4  34 

5  21 

1982 

7  99 

669 

4  34 

5  25 

1981 

8.15 

7  04 

4  57 

595 

1980 

8  10 

7  03 

4  58 

5  50 

1979 

8  00 

695 

4  61 

5  54 

1978 

7  36 

6  41 

4  20 

5  17 

1977 

7.22 

6  29 

4  02 

5  02 

1976 

7  04 

5  96 

3  27 

4  68 

1975 

7  08 

5  85 

3  28 

4  62 

Note  The  data  used  to  calculate  these  ratios  were  obtained  from  the 
most  recently  available  examination  report  for  each  bank  as  of  year 
end  rather  than  call  reports  Because  of  the  intermittent  nature  of 
exam  scheduling  among  banks,  these  data  do  not  cover  uniform 
periods  Therefore  the  data  may  differ  from  statistics  obtained  from 
year-end  call  reports 

Definition  Aggregate  primary  capital  at  examination  date  (gross 
capital  funds  -  subordinated  debt  1979-1984,  total  equity  + 
reserves  on  loans  1975-1978)  minus  aggregate  classified  assets 
(20%  of  substandard  +  50%  of  doubtful  +  100%  of  loss)  divided  by 
aggregate  total  assets 
Source  1979-1984,  OCC  1975-1978,  FRB 
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Primary  Capital  Less  Classified  Assets  as  a  Percent 
of  the  Sum  of  Total  Assets  and  Standby  Letters  of 

Credit 

National  Banks 

(Size  Categories  by  Total  Assets) 


Year 

Under 
$300  million 

$300  million- 
$1  billion 

Over 
$1  billion 

Total 

1984 

7.75% 

664% 

4.17% 

5  05% 

1983 

7.79 

6.55 

4.08 

4  98 

1982 

795 

6.59 

4.11 

5.04 

1981 

8.12 

696 

4.37 

5.31 

1980 

8  08 

696 

4.43 

5.36 

1979 

798 

690 

4.48 

543 

1978 

7.36 

640 

4.20 

5.17 

1977 

7.21 

627 

4.01 

5.01 

1976 

7.02 

591 

3.17 

4.59 

1975 

7.07 

5  80 

3.15 

4  50 

Note:  The  data  used  to  calculate  these  ratios  were  obtained  from  the 
most  recently  available  examination  report  for  each  bank  as  of  year 
end  rather  than  call  reports.  Because  of  the  intermittent  nature  of 
exam  scheduling  among  banks,  these  data  do  not  cover  uniform 
periods  Therefore  the  data  may  differ  from  statistics  obtained  from 
year-end  call  reports. 

Definition:  Aggregate  primary  capital  at  examination  date  (gross 
capital  funds  -  subordinated  debt  1979-1984,  total  equity  + 
reserves  on  loans  1975-1978)  minus  aggregate  classified  assets 
(20%  of  substandard  +  50%  of  doubtful  +  100%  of  loss),  divided  by 
aggregate  total  assets  plus  standby  letters  of  credit. 

Source  1979-1984,  OCC.  1975-1978,  FRB. 


Volatile  Liabilities  as  a  Percent  of  Total  Assets 

National  Banks 

(Size  Categories  by  Total  Assets) 


Year 

Under 
$300  million 

$300  million- 
$1  billion 

Over 
$1  billion 

Total 

1984 

14.58% 

21  55% 

44  02% 

36  82% 

1983 

13.56 

21.28 

47.45 

38  99 

1982 

15  00 

26.18 

52  51 

43  35 

1981 

15  35 

27.11 

54  88 

45  01 

1980 

14  30 

2500 

54  05 

43  68 

1979 

13.69 

24  72 

53  54 

42  57 

1978 

1308 

24.78 

5267 

41  09 

1977 

11.24 

22.33 

5042 

37  93 

1976 

10  88 

21.01 

45.70 

32.83 

Note:  Data  not  available  before  1976 

Definitions.  Aggregate  year-end  volatile  liabilities  divided  by  aggre¬ 
gate  year-end  total  assets. 

Volatile  Liabilities  =  Time  Deposits  in  Denominations  of  $100,000 
or  More  +  Federal  Funds  Purchased  and  Securities  Sold  Under 
Agreements  to  Repurchase  +  Interest  Bearing  Demand  Notes 
Issued  to  the  U  S  Treasury  and  Other  Liabilities  for  Borrowed 
Money  (1978-1984),  Other  Liabilities  for  Borrowed  Money 
(1976-1977)  +  Total  Foreign  Deposits 
Source:  Call  Reports. 


Total  Loans  as  a  Percent  of  Total  Assets 

National  Banks 

(Size  Categories  by  Total  Assets) 


Year 

Under 
$300  million 

$300  million- 
$1  billion 

Over 
$1  billion 

Total 

1984 

54.31% 

57.47% 

63.70% 

61.48% 

1983 

50.74 

51.06 

58.48 

56  40 

1982 

50  20 

4938 

58.34 

56  08 

1981 

50  69 

50  34 

57.52 

55  60 

1980 

51  87 

50.51 

56.15 

54.80 

1979 

54.79 

52.81 

55.89 

55  38 

1978 

55  08 

52.81 

55.75 

55  46 

1977 

52.75 

51.83 

52.47 

52.71 

1976 

5031 

50  89 

51.04 

50  34 

Note:  Data  not  available  before  1976 

Definition:  Aggregate  year-end  total  loans  and  leases  divided  by 
aggregate  year-end  total  assets 
Source:  Call  Reports. 
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Remarks  by  H.  Joe  Selby,  Acting  Comptroller  of  the  Currency,  before  the 
National  Conference  on  Creative  Community  Economic  Development, 
Cleveland  State  University,  Cleveland,  Ohio,  September  12,  1985 

“Cooperation  and  Trust:  Necessary  Ingredients  for  A  Successful  CDC” 


Introduction 

I  would  like  to  start  my  remarks  by  congratulating  each 
of  the  local  co-sponsors  of  this  unique  and  highly 
informative  conference  for  their  initiative  and  vision  in 
gathering  together  these  interested  bankers,  commu¬ 
nity  groups  and  government  officials.  This  2-day  con¬ 
ference  reflects  the  4-year  cooperative  effort  among 
local  banks,  community  groups,  foundations,  Cleve¬ 
land  State  University  and  the  local  government  to  plan, 
fund  and  implement  the  successful  operations  and 
projects  of  the  Bank  on  Buckeye  consortium  which 
includes  the  Buckeye-Woodland  CDC.  The  Comptrol¬ 
ler’s  Office  is  proud  of  our  entire  CDC  program,  but  we 
are  particularly  proud  of  Buckeye-Woodland,  the  na¬ 
tion’s  first  multibank  CDC.  It  served  as  a  critical 
catalyst  between  bankers,  community  representatives 
and  city  officials  to  launch  a  new  era  of  cooperation 
and  trust  for  Cleveland’s  revitalized  neighborhoods 
and  to  create  a  downtown  renaissance. 

Underscoring  this  theme  of  "cooperation  and  trust"  as 
the  basis  for  any  bank,  community,  and  CDC  joint 
effort,  I  would  like  to  give  you  three  thoughts  to  ponder 
as  you  travel  home  and  begin  to  digest  all  you  have 
learned  over  the  past  2  days: 

•  CDCs  can  be  an  effective  development  tool  for 
banks  that  are  interested  in  promoting  develop¬ 
ment  in  their  local  communities. 

•  Investment  in  existing  CDCs  can  be  a  practical 
and  attractive  option  for  many  banks. 

•  The  future  for  bank-sponsored  CDCs  looks 
promising  and  challenging. 

CDCs  As  an  Effective  Development  Tool 

A  properly  structured  and  well-planned  bank-spon¬ 
sored  CDC  can  be  effective  in  helping  address  critical 
local  community  development  needs  on  a  long-term 
basis  Such  a  CDC  combines  several  important  ad¬ 
vantages  for  both  the  participating  banks  and  the  local 
community  It  provides  key  incentives  and  benefits  to 
each  participant  in  the  development  process. 

For  banks,  creating  a  separate,  more  flexible  corpo¬ 
ration  allows  greater  direct  control  over  community 
development  investments  by 

•  decreasing  or  spreading  investment  risk, 


•  allowing  for  projects  closely  related  to  the 
bank’s  strategic  objectives;  and 

•  allowing  concentration  of  resources  to  permit 
the  greatest  impact  in  the  shortest  period  of 
time. 

A  CDC  can  also  allow  a  bank  to  undertake  projects 
such  as  real  estate  equity  investments  that  would 
otherwise  be  prohibited  by  law.  And,  by  improving  the 
community’s  economic  base  and  quality  of  life,  a 
bank’s  CDC  investments  can  create  new  markets, 
attract  outside  investors,  and  tap  the  entrepreneurial 
talent  of  local  businesses  and  residents. 

Finally,  the  visible,  long-term  commitment  to  commu¬ 
nity  development  shown  by  a  bank’s  CDC  participa¬ 
tion  should  improve  relations  with  local  elected  lead¬ 
ers,  the  news  media  and  community  and  business 
groups.  The  Mercantile  Bank  and  Buckeye-Woodland 
CDCs  have  demonstrated  this  clearly. 

The  local  community  will  also  reap  benefits.  Because 
both  the  Fed  and  the  OCC  require  their  CDCs  to  have 
a  predominantly  public  purpose,  the  local  community 
should  be  the  principal  beneficiary  of  bank  CDC 
investments.  And  the  expertise  banks  gain  in  assess¬ 
ing  loans  and  development  projects  may  expedite  the 
development  process  and  increase  the  success  rate 
of  other  community  development  projects. 

Further,  a  bank  CDC  increases  communication  and 
understanding  between  the  bank  and  the  community. 
This  can  often  result  in  a  cooperative  approach  to 
community  development,  possibly  in  the  form  of 
bank/community  partnerships.  Bank  involvement  may 
add  legitimacy  to  community  development  efforts  and 
lead  to  increased  community  confidence  that  gener¬ 
ates  a  multiplier  effect  with  other  public  and  private 
investment. 

Despite  all  these  potential  bank  and  community  incen¬ 
tives  and  benefits,  a  bank  must  seriously  consider  why 
it  wants  to  make  a  commitment  to  a  CDC  or  a  CDC 
project.  To  make  that  evaluation  objectively,  the  bank 
must  do  its  homework  and  develop  an  action  plan  for 
overall  community  development  activities  that  is  con¬ 
sistent  with  its  strategic  plan 
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Bank  Investments  in  Existing  CDCs 

There  are  about  500  nonbank  CDCs  across  the  coun¬ 
try  and  their  number  is  growing.  Several  state  and 
local  governments  have  comprehensive  CDC  pro¬ 
grams  to  provide  funding,  technical  assistance  and 
some  project  financing  for  new  and  existing  CDCs.  In 
addition,  many  downtown  areas  and  industrial  parks 
have  created  development  corporations  which  could 
qualify  as  CDCs  under  the  OCC  program  if  they  meet 
the  public  purpose  test. 

As  an  alternative  to  forming  a  CDC,  we  would  encour¬ 
age  more  banks  to  seriously  consider  investing  in  one 
or  more  existing  CDCs  or  development  corporations  in 
their  community.  This  alternative  has  several  advan¬ 
tages. 

First,  it  avoids  the  often  lengthy  and  time  consuming 
task  of  creating  a  new  organization,  funding  its  oper¬ 
ation  and  hiring  a  new  management  team.  Investment 
in  existing  corporations  provides  the  bank  with  more 
flexibility  to  choose  community  development  projects 
or  organizations  that  match  its  objectives  at  a  given 
time.  Similarly,  such  investment  helps  avoid  the  prob¬ 
lem  of  duplicating  existing  CDC  projects  or  programs. 
And,  fewer  bank  resources — in  terms  of  money  and 
time — are  required  by  this  less  complex  alternative. 

Future  Directions  for  Bank-Sponsored  CDCs 

Since  1978,  OCC  has  approved  15  CDCs  in  12 
different  states.  Banks  as  large  as  $35  billion  and  as 
small  as  $40  million  have  established  CDCs.  They  are 
located  in  small  towns  and  very  large  cities,  as  well  as 
one  on  the  Navajo  Reservation  in  Arizona.  Over  the 
last  year,  we  have  seen  a  sharp  increase  in  CDC 
inquiries  from  national  banks.  Several  new  CDC  in¬ 
vestment  proposals  are  presently  being  processed 
and  we  hope  that  more  proposals  will  be  submitted  as 
a  result  of  this  conference. 

What  is  the  possible  future  direction  of  bank  CDCs 
and  their  community  partners?  As  you  undoubtedly 
have  witnessed  firsthand  at  this  conference,  a  lot  of 
CDC  activity  is  taking  place  across  the  country.  Many 
community  groups  and  local  government  officials  we 
have  spoken  to  during  the  past  year  have  expressed  a 
strong  interest  in  bank-sponsored  CDCs  and  bank 


investment  in  existing  CDCs.  This  renewed  interest  in 
bank  participation  in  community  development  is  par¬ 
alleled  by  a  trend  toward  regional  and  interstate 
banking  in  several  parts  of  the  country  Many  regional 
and  money  center  banks  are  planning  to  expand  into 
new  market  areas.  It  is  critical  that  they  and  the  local 
communities  consider  their  community  development 
capacity  as  well  as  their  future  development  plans  in 
their  new  communities. 

The  growth  of  a  nationwide  network  of  major  financial 
and  technical  assistance  organizations  is  another  im¬ 
portant  national  trend.  I  understand  that  several  such 
organizations  have  participated  as  panelists  during 
this  conference,  so  I  do  not  have  to  describe  who  they 
are  or  what  they  seek  to  achieve. 

But,  taken  together,  these  local,  regional  and  national 
CDC  trends,  present  an  excellent  opportunity  for 
banks  to  increase  their  involvement  in  community 
development  activities  in  at  least  two  important  ways. 

First,  banks  interested  in  geographic  expansion 
should  consider  ways  they  can  participate  in  CDC 
programs  in  new  markets.  That  will  make  them  more 
responsive  to  the  community  development  needs  of 
their  local  communities.  Two  banks  have  already 
taken  this  step.  Bank  of  America  has  contributed  $10 
million  to  the  national  Local  Initiative  Support  Corpo¬ 
ration  program  which  assists  local  CDCs,  and  the 
chairman  of  the  Illinois  Neighborhood  Development 
Corporation,  a  bank  holding  company  in  the  South 
Shore  neighborhood  of  Chicago,  serves  as  a  board 
member  of  the  Enterprise  Foundation 

Second,  banks  that  need  technical  and/or  financial 
assistance  to  become  more  active  in  local  community 
development  activities  now  have  access  to  a  wide 
variety  of  experienced  non-government  resource 
groups.  Many  of  these  groups  are  actively  seeking 
local  financial  intermediaries  such  as  banks  and 
CDCs  to  solicit,  package  and  originate  community 
development  loans  and  projects. 

In  closing,  I  would  like  to  encourage  banks  in  other 
cities  to  seriously  consider  sponsoring  conferences 
like  this.  Today's  successful  venture  should  not  be  lost 
to  history. 
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343— May  24,  1985 

This  is  in  response  to  your  request  for  an  opinion  on 
whether  ***  (Bank),  is  lending  money  for  the  purposes 
of  12  U.S.C.  §  36(f)  at  a  "back  room”  office  where 
loans  are  approved.1  These  loans  are  originated  and 
the  loan  proceeds  are  disbursed  by  the  main  office 
and  authorized  branches  of  the  Bank.  Moreover,  the 
"back  room"  office  you  have  described  has  no  direct 
contact  with  the  public,  and  thus,  is  not  a  location  at 
which  the  Bank  competes  for  loan  customers.  In  short, 
the  Bank  has  designed  its  "back  room”  operations  to 
increase  the  efficiency  of  its  internal  loan  processing 
functions.  For  the  reasons  set  forth  below,  it  is  my 
opinion  that  the  office  you  have  described  is  not  a 
location  where  "money  is  lent"  within  the  meaning  of 
section  36(f). 

Under  12  U.S.C.  §  36  (f),  a  "branch"  is  defined  to 
include  "any  branch  bank,  branch  office,  branch 
agency,  additional  office  or  any  branch  place  of 
business  ...  at  which  deposits  are  received,  or 
checks  paid,  or  money  lent.”  In  applying  this  definition 
to  a  particular  transaction,  it  is  relevant  to  consider 
“not  merely  the  contractual  rights  and  liabilities  cre¬ 
ated  by  the  transaction,  but  all  those  aspects  of  the 
transaction  that  might  give  the  bank  an  advantage  in 
its  competition  for  customers."  First  National  Bank  in 
Plant  Cityv.  Dickinson,  396  U.S.  122,  136-137  (1969) 
(Plant  City).  The  judicial  interpretations  of  section  36(f) 
have  accordingly  "emphasized  the  customer's  view¬ 
point,  rather  than  the  technical  or  legal  relationship,  in 
determining  when  and  where  a  deposit  is  received  or 
a  loan  is  made."  Interpretive  Letter  No.  70  (Nov.  22, 
1978),  Fed.  Banking  L.  Rep.  (CCH)  K  85,145.  With 
these  principles  in  mind,  it  must  be  determined 
whether  "money  is  lent"  at  the  "back  room"  office 
where  loans  are  approved. 

The  relevance  of  loan  approvals  to  the  determination 
of  where  "money  is  lent"  has  arisen  in  at  least  two 
contexts:  customer  bank  communication  terminals 
(CBCTs)  and  loan  production  offices  (LPOs).  In  the 
leading  opinion  on  CBCTs,  it  was  determined  that  a 
loan  is  made,  and  “money  lent,"  when  funds  are 
disbursed  by  a  CBCT  established  by  a  bank.  See 
Independent  Bankers  Association  of  America  v.  Smith, 
534  F.2d  921, 948  (D  C.  Cir.  1976),  cert,  denied,  429 
U.S.  862  (1976)  (Smith).  See  also  State  of  Illinois  ex  ref 
Lignoulv.  Continental  Illinois  National  Bank  and  Trust 
Company,  409  F.  Supp.  1167,  1178-79  (N.D.  III. 

1975) ,  affd  in  relevant  part,  536  F.2d  176  (7th  Cir. 

1976) ,  cert,  denied,  429  U.S.  871  (1976)  (Continental). 


'You  raised  this  issue  because  an  examiner  of  this  Office  ques¬ 
tioned  whether  the  “back  room"  office  was  lending  money  under 
section  36(f)  by  approving  loans 


The  Smith  decision  also  rejected  the  position  taken  in 
an  earlier  case,  Oklahoma  ex  ref  State  Banking  Board 
v.  Utica  National  Bank,  409  F.  Supp.  71 , 91  (N.D  Okla. 
1975),  that  "money  is  lent"  prior  to  CBCT  disburse¬ 
ment  at  the  time  and  place  at  which  a  bank  makes  a 
credit  decision  and  approves  the  loan  agreement  See 
534  F.2d  at  947-948.  The  Continental  decision  also 
rejected  the  argument  that  "money  is  lent"  prior  to 
CBCT  disbursement  when  a  loan  agreement  is  ap¬ 
proved.  See  409  F.  Supp.  at  1178. 

In  regard  to  LPOs,  this  Office  is  of  the  opinion  that 
such  facilities  do  not  violate  12  U.S.C.  §  36  by  solicit¬ 
ing  and  originating  loans  provided  that  the  loans  are 
approved  and  made  at  the  bank’s  main  or  branch 
office.  See  Interpretive  Ruling  7.7380,  12  C.F.R.  § 
7.7380.  See  also  12  C.F.R.  §  250.141(h)  (analogous 
views  of  the  Federal  Reserve  Board  on  loan  produc¬ 
tion  services).  Thus,  Interpretive  Ruling  7.7380  does 
not  provide  a  safe  harbor  for  loan  approvals  at  an  LPO 
since  the  Ruling  requires  that  loans  originated  by  the 
LPO  must  be  both  approved  and  made  by  the  main 
office  or  a  branch. 

At  a  minimum,  the  Smith  decision  establishes  that  the 
location  at  which  loans  are  approved  does  not  neces¬ 
sarily  coincide  with  the  location  at  which  “money  is 
lent”  for  the  purposes  of  section  36(f).  It  is  also  clear 
that  Interpretive  Ruling  7.7380  does  not  purport  to 
address  whether  loans  originating  from  a  bank’s  main 
and  branch  offices  must  also  be  approved  at  the  main 
and  branch  offices.  In  the  present  case,  all  of  the  loans 
in  question  are  originated  by  the  Bank's  main  and 
branch  offices,  which  also  disburse  the  loan  pro¬ 
ceeds. 

As  I  read  the  Smith  opinion,  the  court  looked  to  the 
substance  of  when  and  where  "money  is  lent”  by 
focusing  on  the  delivery  of  funds  to  the  customer.  "A 
loan  is  made  (and  ‘money  lent’)  when  the  customer 
receives  funds  on  which  he  immediately  begins  to  pay 
interest.  .  .  534  F.2d  at  948.  See  also  Continental, 

409  F.  Supp.  at  1178.  Cf.  Plant  City,  396  U.S.  at  137 
(finding  that  "deposits  are  received"  when  customers 
deliver  funds  to  an  armored  car).  Smith  further  recog¬ 
nized  that  the  passage  of  funds  represents  the  es¬ 
sence  of  each  “branching"  service  enumerated  by 
section  36(f) — recharacterizing  them  as  "(1)  receiving 
funds  (receiving  deposits  into  customers'  accounts 
and  receiving  loan  and  credit  card  payments)  and  (2) 
disbursing  funds  (paying  checks  and  lending 
money)."  534  F.2d  at  943  (emphasis  added)  This 
approach  was  advocated  in  Smith  in  order  to  elevate 
the  substance  of  "branching"  over  the  form  of  "private 
contractual  agreements,"  which  may  establish  the 
debtor-creditor  relationship  under  state  law  without 
relation  to  when  or  where  the  banking  service  is 
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actually  provided  to  the  customer.  See  id.  at  941 , 943, 
946  In  particular,  the  approval  of  a  loan  may  establish 
an  obligation  to  deliver  funds  to  the  borrower,  but  in 
itself  does  not  transfer  any  funds  to  the  borrower.  Id.  at 
947,  Continental,  409  F  Supp.  at  1178.  Thus,  the 
convenience  to  the  customer  that  is  provided  when 
money  is  lent''  may  bear  little  relationship  to  whether 
the  debtor-creditor  relationship  arises  at  the  time  loan 
proceeds  are  received,  or  later  when  the  loan  is 
verified  by  the  bank,  or  earlier  when  the  loan  agree¬ 
ment  is  approved.  See  Smith,  534  F.2d  at  946.  Cf. 
Plant  City,  396  U.S.  at  137  (noting  that  the  customer 
convenience  of  depositing  funds  is  unrelated  to  when 
the  debtor-credit  relationship  arises). 

In  view  of  the  Smith  opinion,  a  LPO  that  disburses  loan 
proceeds  to  borrowers  would  be  a  location  at  which 
loans  are  made,  and  “money  lent,”  regardless  of 
whether  the  bank’s  main  or  branch  office  approves  the 
loan  its  LPO  originated.  Similarly,  Interpretive  Ruling 
7.7380  requires  that  loans  originated  by  an  LPO  be 
approved  and  made  at  the  bank’s  main  office  or  a 
branch. 

In  this  case,  loan  origination  and  disbursals  are  per¬ 
formed  by  the  Bank's  main  and  branch  offices  for  all 
loans  in  question.  If  an  LPO  were  performing  these 
origination  and  disbursal  activities,  there  would  be 
little  doubt  that  the  LPO  would  be  the  place  at  which 
“money  is  lent”  for  the  purposes  of  section  36(f). 

Nonetheless,  I  do  not  view  Smith  as  permitting  an  LPO 
to  engage  in  all  aspects  of  lending  transactions  short 
of  making  disbursements.  That  result  would  effectively 
turn  Smith  on  its  head  by  looking  to  the  form  rather 
than  the  substance  of  where  “money  is  lent”  if  all 
aspects  of  lending  transactions  short  of  disbursement 
occur  apart  from  a  bank’s  main  and  branch  offices. 
Under  Interpretive  Ruling  7.7380,  this  Office  has  ac¬ 
cordingly  taken  the  position  that  the  threshold  of 
permissible  LPO  activities  is  clearly  exceeded  when 
loans  are  both  originated  and  approved  apart  from  the 
bank's  main  and  branch  offices.  It  is  therefore  the 
aggregation  of  credit  origination  and  approval  func¬ 
tions  at  off-premise  bank  locations  that  constitutes  the 
substantial  equivalent  of  “lending  money”  in  violation 
of  12  U  S.C  §  36 

In  contrast,  the  present  case  does  not  concern  a  loan 
production  office,  CBCT,  or  any  other  facility  open  to 
the  public  The  subject  facility  is  a  “back  room”  office 
that  does  not  solicit  loans,  originate  loans,  disburse 
loan  proceeds  or  have  any  other  direct  contact  with 
the  Bank's  customers  Moreover,  every  loan  that  is 
approved  by  the  “back  room”  office  has  been  origi¬ 
nated  by  the  main  office  or  a  branch  of  the  Bank 
Finally  loan  proceeds  are  disbursed  from  the  main 


office  or  a  branch  of  the  Bank  for  every  loan  that  is 
approved  at  the  “back  room”  facility. 

In  summary,  it  is  my  opinion  that  no  “money  is  lent"  at 
the  “back  room"  office  due  to  four  factors.  First,  Plant 
City  and  its  progeny  instruct  that  one  must  look  to  the 
substance  of  when  and  where  customers  are  receiv¬ 
ing  the  branching  service  in  question.  In  this  case, 
customers  receive  loan  information,  file  loan  applica¬ 
tions,  and  collect  loan  disbursement  at  or  from  the 
Bank’s  main  and  branch  offices.  There  are  no  direct 
contacts  between  customers  and  the  "back  room” 
office.  Thus,  customers  are  obtaining  loans  for  all 
substantive  purposes  from  the  main  and  branch  offices 
of  the  Bank.  Second,  Smith  teaches  that  “money  is 
lent’’  at  the  time  and  place  a  bank  disburses  loan 
proceeds  to  the  customer.  Here,  all  loan  proceeds  are 
disbursed  from  the  Bank's  main  and  branch  offices. 
Third,  neither  the  language  nor  the  basis  of  Interpre¬ 
tive  Ruling  7.7380  suggests  that  loans  originated  by  a 
bank’s  main  and  branch  offices  must  also  be  ap¬ 
proved  at  the  main  and  branch  offices.  The  Bank's 
“back  room”  facility  does  not  solicit  or  originate  loans, 
and  every  loan  it  approves  is  originated  by  the  main 
office  or  a  branch  of  the  Bank.  Fourth,  the  Bank  is  not 
competing  for  lending  customers  at  the  “back  room” 
office,  but  at  its  main  and  branch  offices.  Under  the 
circumstances  presented  here,  the  Bank  is  essentially 
seeking  to  improve  the  efficiency  of  its  internal  credit 
review  and  processing  procedures.  Thus,  the  sum  of 
the  above  demonstrates,  in  my  view,  that  “money  is 
lent”  with  respect  to  the  loans  in  question  at  the  Bank's 
main  and  branch  offices  rather  than  the  “back  room” 
office. 

Finally,  I  have  noted  that  Plant  City  indicated  that  the 
definition  of  “branch”  in  section  36(f)  may  include 
more  than  the  three  activities  enumerated  therein  See 
396  U.S.  at  135.  In  the  final  analysis,  however,  the 
Court  decided  Plant  City  by  determining  that  the 
substance  of  one  of  the  enumerated  activities — re¬ 
ceiving  deposits — was  being  performed.  See  id.  at 
136-137.  The  same  approach  was  taken  in  Smith, 
where  the  court  decided  that  the  CBCTs  in  question 
performed  the  substance  of  each  enumerated  activity. 
See  534  F.2d  at  941 , 944,  948.  In  fact,  only  two  cases 
have  held  that  a  facility  that  was  not  engaged  in  an 
enumerated  activity  or  its  substantive  equivalent  to  be 
a  branch.  See  St.  Louis  County  National  Bank  v. 
Mercantile  Trust  Company,  N.A.,  548  F.2d  716  (8th 
Cir. ),  cert,  denied,  433  U.S.  909  (1977)  (off-premises 
trust  office);  Securities  Industry  Association  v.  Comp¬ 
troller  of  the  Currency,  577  F.  Supp.  252  (D.D.C. 
1983),  aff  d,  Civ.  Action  No.  84-5085  (D  C.  Cir  April- 
12,  1985)  (discount  brokerage  subsidiary).  Neither  of 
those  cases  is  germane  to  whether  a  “back  room" 
office  that  approves  loans  originated  at  the  mam  office 
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or  an  approved  branch  office  is  itself  a  branch.  The 
appropriate  inquiry  is  whether  that  office  is  the  location 
at  which  "money  is  lent"  by  the  Bank.  As  discussed 
above,  it  is  my  opinion  that  the  substance  of  the 
Bank's  procedures  demonstrates  that  no  "money  is 
lent"  at  the  back-room  office  for  the  purposes  of 
section  36(f).  I  have  therefore  concluded  that  the 
subject  office  is  not  a  "branch”  within  the  meaning  of 
section  36(f)  on  the  basis  of  the  facts  presented. 

I  trust  that  this  has  been  responsive  to  your  inquiry. 

Peter  Liebesman 

Assistant  Director 

Legal  Advisory  Services  Division 

*  *  * 


344— June  12,  1985 

This  is  in  response  to  your  letter  to  me  dated  March  27, 
1985,  in  which  you  pose  two  hypothetical  questions  in 
relation  to  a  recent  consolidation  transaction  concern¬ 
ing  ***. 

The  purpose  of  the  transaction  was  to  transfer  direct 
ownership  of  the  Bank  to  a  newly  formed  one-bank 
holding  company.  Your  first  question  is: 

Does  a  stockholder  who  has  perfected  his  right  to 
appraisal  under  12  U.S.C.  §  215(b)  have  the  right 
to  receive  dividends  from  the  newly  formed  one- 
bank  holding  company  or  from  the  recently  con¬ 
solidated  subsidiary  bank? 

Section  215  of  Title  12,  United  States  Code,  provides 
that  a  dissenting  shareholder  of  a  national  bank,  which 
has  consolidated  with  one  or  more  national  banks, 
who  voted  against  the  consolidation  at  the  meeting 
approving  it,  or  who  gave  notice  in  writing  of  his 
dissent  at  or  prior  to  such  meeting,  shall  be  entitled  to 
receive  the  cash  value  of  his  shares.  The  shareholder 
must,  however,  make  a  written  request  for  the  value  of 
the  shares,  accompanied  by  the  surrender  of  his  stock 
certificates  within  30  days  of  the  consolidation  to  be 
statutorily  entitled  to  receive  cash  for  his  shares. 

No  case  law  exists  concerning  a  dissenting  share¬ 
holder’s  right  under  12  U.S.C.  §  215  to  dividends 
declared  during  the  pendency  of  the  appraisal  pro¬ 
ceeding.  However,  under  state  law,  as  a  general  rule, 
the  dissenting  shareholder  has  no  right  to  dividends 
declared  after  the  consummation  of  the  merger.  See 
Gallois  v.  Stauffer  Chemical  Co.,  34  Cal.  Rptr.  411 
(Cal.  App.  1963);  In  re  Janssen  Dairy  Corp.,  64  A.  2d 


652  (N.J.  Super.  Ct  1949);  19  C.J.S  Corporations  § 
1615  (1940).  Title  12  of  the  United  States  Code, 
Section  215(b),  calls  for  a  dissenting  shareholder  to 
surrender  his  or  her  stock  certificates  as  a  prerequisite 
to  obtaining  the  appraisal  remedy 

At  the  moment  of  surrender,  the  shareholder  loses  all 
rights  as  a  shareholder.  Accordingly,  it  is  my  opinion 
that  the  dissenting  shareholder  has  no  right  to  divi¬ 
dends  declared  payable  post-consolidation 

Your  second  question  is: 

Does  a  stockholder  who  has  perfected  his  rights 
of  appraisal  under  12  U.S.C.  §  215(b)  have  the 
right  to  reverse  his  decision  to  dissent  from  the 
transaction  and  demand  to  participate  in  the  ex¬ 
change  of  holding  company  stock  in  return  for 
bank  stock? 

In  order  for  a  dissenting  shareholder  to  perfect  his  or 
her  rights  under  12  U.S.C.  §  215(b),  the  shares  of 
stock  held  by  the  dissenter  must  be  surrendered  at 
any  time  before  30  days  after  the  date  of  consumma¬ 
tion.  Section  215  does  not  itself  address  the  question 
you  have  posed.  In  my  view,  however,  the  dissenting 
shareholders'  written  request  for  value  accompanied 
by  the  tender  of  the  certificates  has  an  independent 
legal  significance.  Upon  request  for  value  and  surren¬ 
der  of  the  certificates,  the  dissenter  has,  in  effect, 
“sold"  the  shares  to  the  bank  and  loses  all  rights  in  the 
stock  except  the  right  to  receive  cash  value  for  it.  See 
Comptroller  of  the  Currency  Interpretive  Letter  No  5, 
December  23,  1977  [1978-1979  Transfer  Binder]  Fed. 
Banking  L.  Rep.  (CCH)  f  85,080. 

Therefore,  it  appears  that  a  dissenting  shareholder 
who  has  perfected  his  rights  of  appraisal  does  not, 
under  federal  law,  have  the  "right"  to  reverse  his 
decision  and  participate  in  the  exchange  of  bank 
stock  for  holding  company  stock.  This  conclusion, 
however,  would  not  preclude  the  newly  formed  one- 
bank  holding  company,  in  an  exercise  of  its  discretion, 
to  permit  a  dissenting  shareholder  to  take  such  a 
course  of  action;  counsel  should,  however,  consult 
relevant  state  law  before  advising  the  holding  com¬ 
pany  on  this  matter. 

I  trust  that  this  is  responsive  to  your  request 

Peter  Liebesman 

Assistant  Director 

Legal  Advisory  Services  Division 

*  *  * 
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345— July  9,  1985 

This  letter  is  in  further  response  to  your  letter  of 
November  28,  1984,  notifying  this  Office  of  your  inten¬ 
tion  to  transfer  ***,  a  data  processing  subsidiary  (the 
Subsidiary)  from  ***  (the  Holding  Company)  to  ***  (the 
Bank),  thus  creating  a  new  operating  subsidiary  of  the 
Bank.  By  letter  of  December  31,  1984,  the  Comptrol¬ 
ler's  Southeastern  District  Office  informed  you  that  the 
Comptroller's  Office  does  not  object  to  the  Bank’s  plan 
to  acquire  the  proposed  Subsidiary.  However,  the 
District  Office  reserved  its  opinion  about  one  activity  of 
the  proposed  Subsidiary  and  referred  that  matter  to 
Washington  for  consideration.  The  activity  in  question 
is  the  sale  of  computer  hardware  by  the  Subsidiary  to 
its  data  processing  customers  as  a  part  of  a  package 
of  banking  and  financial  data  processing  services.  In 
the  opinion  of  this  Office,  the  sale  of  computer  hard¬ 
ware  as  a  part  of  a  package  of  bank  services  provided 
through  data  processing  is  a  permissible  activity  for 
national  banks  under  12  U.S.C.  §  24(7).  Accordingly, 
this  Office  does  not  object  to  the  Subsidiary’s  perform¬ 
ance  of  this  activity  in  the  manner  and  circumstances 
set  forth  in  your  materials. 

The  Subsidiary’s  Activities 

The  Subsidiary,  through  data  processing  technology, 
provides  a  number  of  traditional  banking  services.  A 
large  portion  of  its  activities  is  providing  bookkeeping 
and  data  processing  for  the  internal  operations  of  the 
Bank,  the  Holding  Company,  and  their  subsidiaries.  It 
also  provides  payroll,  accounts  receivable/payable, 
and  billing  services  to  customers  of  the  Bank. 

The  Subsidiary  also  provides  a  number  of  correspon¬ 
dent  banking  services  to  correspondent  banks  and 
other  financial  institutions.  These  correspondent  serv¬ 
ices  include  processing  banking,  accounting,  and 
financial  data,  such  as  check  data,  other  bookkeeping 
tasks,  and  in  general  assisting  correspondents  in  their 
internal  operations,  bookkeeping,  and  data  process¬ 
ing  In  the  industry,  such  services  were  formerly 
provided  through  technological  means  which  required 
physical  transportation  of  data  from  the  correspondent 
to  the  provider  for  processing  on  the  provider’s  equip¬ 
ment  The  Subsidiary  currently  provides  these  serv¬ 
ices  through  technological  means  which  require  the 
correspondent  to  have  some  of  its  own  hardware 
(such  as  microcomputers  and  printers). 

When  the  Subsidiary  was  a  subsidiary  of  the  Holding 
Company,  it  engaged  in  the  sales  of  such  hardware 
pursuant  to  Regulation  Y  of  the  Federal  Reserve 
Board  See  12  C  F  R  §  225  25(b)(7)  The  Subsidiary 
purchased  hardware,  added  value  by  providing  soft¬ 
ware  services,  and  counseling,  and  then  sold  the 


hardware,  software,  services,  and  consulting  as  a 
package  to  bank  data  processing  customers. 

The  Subsidiary,  as  a  subsidiary  of  the  Bank,  wishes  to 
continue  such  hardware  sales.  You  describe  the 
Subsidiary’s  proposed  activities  as  follows.  In  the 
ordinary  course  of  business,  the  Subsidiary  purchases 
hardware  after  a  contract  to  sell  it  to  a  financial 
institution  exists.  The  Subsidiary  sells  hardware  only  in 
connection  with  a  data  processing  package  of  soft¬ 
ware,  services,  and  consulting.  The  package  is  always 
of  a  banking,  financial,  or  economic  nature.  The  hard¬ 
ware  is  a  small  part  of  the  value  of  the  total  package  of 
services.  The  customers  are  always  financial  institu¬ 
tions.  The  Subsidiary  does  not  require  customer  finan¬ 
cial  institutions  to  purchase  hardware  from  it  and  does 
not  engage  in  any  other  tying  arrangements  or  price 
discriminations. 

Discussion 

The  sale  of  computer  hardware  in  the  above  circum¬ 
stances  is  permissible  for  national  banks  and  their 
operating  subsidiaries  under  12  U.S.C.  §  24(7).  De¬ 
pending  upon  the  particular  details  of  each  case,  such 
sales  either  are  merely  a  part  of  or  are  incidental  to  a 
permitted  bank  service.  I  believe  this  conclusion  is 
supported  by  essentially  the  same  rationale  as  that 
used  by  the  Court  of  Appeals  in  upholding  the  Federal 
Reserve  Board’s  regulation  allowing  bank  holding 
companies  to  engage  in  such  computer  sales.  See 
Association  of  Data  Processing  Service  Organiza¬ 
tions,  Inc.  v.  Board  of  Governors  of  the  Federal  Re¬ 
serve  System,  745  F.2d  677,  692-95  (D  C.  Cir.  1984) 
(ADAPSO).  The  analysis  presented  here  will  be  ac¬ 
cordingly  brief  and  you  should  consult  that  case  for 
further  elaboration.  Of  course,  the  “closely  related  to 
banking’’  test  of  section  4(c)(8)  of  the  Bank  Holding 
Company  Act,  see  12  U.S.C.  §  1843(c)(8),  is  not 
always  the  same  as  the  “incidental”  to  banking  con¬ 
cept  in  12  U.S.C.  §  24(7).  However,  with  regard  to 
computer  hardware  sales,  the  court's  discussion  in 
ADAPSO  is  readily  applicable  to  national  banks 
mutatis  mutandis. 

The  Subsidiary  provides  a  range  of  correspondent 
banking  services,  traditionally  permissible  for  national 
banks  under  section  24(7).  Its  correspondent  custom¬ 
ers  purchase  these  services  from  the  Subsidiary,  and 
a  part  of  that  service  package  is  the  hardware.  The 
purchase  of  computer  hardware  is  not  a  separate 
event.  When  the  hardware  is  such  that  it  is  not  used  for 
uses  beyond  the  correspondent  services  package,  it 
may  well  be  considered  literally  an  indistinguishable 
part  of  the  package.  Accordingly,  a  national  bank’s 
sale  of  such  hardware  is  permissible  as  a  part  of  the 
correspondent  services  permitted  under  section 
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24(7),  just  as  the  bank’s  sale  of  checkbooks  to  its 
customers  is  permissible  as  a  part  of  offering  checking 
accounts. 

On  the  other  hand,  hardware  which  can  be  used  for 
purposes  beyond  the  services  being  provided  by  the 
Subsidiary  is  no  longer  merely  a  part  of  the  permitted 
services.  The  sale  of  such  hardware  by  the  Subsidiary 
as  part  of  its  services  package  is  permissible  for 
national  banks  as  incidental  to  the  permitted  services 
when  the  inclusion  of  hardware  is  necessary,  conve¬ 
nient,  or  useful  to  providing  the  permitted  services  in 
the  package  taken  as  a  whole.  The  determination  that 
hardware  is  subordinate  within  the  total  package  can 
only  be  done  on  a  case-by-case  basis,  taking  into 
consideration  factors  such  as  cost,  expected  reve¬ 
nues,  and  the  expected  life  of  the  hardware  relative  to 
other  aspects  of  the  package.  Regulation  Y’s  standard 
that  the  cost  of  the  hardware  “not  constitute  more  than 
30  percent  of  the  cost  of  any  packaged  offering,’’  see 
12  C.F.R.  §  225.25(b)(7)(iii),  is  one  means  of  demon¬ 
strating  that  the  sale  of  hardware  is  incidental  to  the 
permitted  banking  service.  There  may  be  other  means 
as  well. 

You  state  that  the  hardware  is  only  a  small  part  of  the 
value  of  the  total  package  offered  by  the  Subsidiary.  In 
addition,  when  the  Subsidiary  was  a  subsidiary  of  the 
Holding  Company,  its  hardware  sales  were  done  in 
compliance  with  Regulation  Y.  Accordingly,  the 
Subsidiary’s  sales  of  computer  hardware  appear  to  be 
at  a  level  consistent  with  being  incidental  to  the 
permitted  banking  services. 

Conclusion 

For  the  above  reasons,  it  is  the  opinion  of  this  Office 
that  the  sale  of  computer  hardware  as  a  part  of  a 
package  of  bank  services  as  proposed  in  the 
Subsidiary’s  operations  is  legally  permitted  for  na¬ 
tional  banks  under  12  U.S.C.  §  24(7).  Accordingly,  this 
Office  does  not  object  to  the  Subsidiary's  performance 
of  this  activity. 

Michael  A.  Mancusi 
Senior  Deputy  Comptroller 
National  Operations 

*  *  * 


346 — July  31,  1985 

This  letter  concerns  the  notification  of  ***  (Bank)  of  its 
intent  to  establish  a  wholly  owned  de  novo  operating 
subsidiary  (Subsidiary)  which  will  engage  in  providing 


electronic  information  and  transaction  services  and 
providing  an  electronic  gateway  for  financial  settle¬ 
ment  services  in  connection  with  commodities  trans¬ 
actions.  These  activities  will  be  conducted  by  a  busi¬ 
ness  entity  structured  in  the  form  of  a  general  partner¬ 
ship.  The  Subsidiary  will  be  a  general  partner  with  a  50 
percent  interest  in  the  partnership  with  one  other 
general  partner.  The  partnership  will  be  known  as  *** 
(GEMCO). 

The  Subsidiary,  through  GEMCO,  will  provide  the 
following  services  to  its  subscribers: 

(1)  Electronic  information.  GEMCO  will  provide 
subscribers  with  access  to  banking,  financial, 
or  related  economic  information  to  be  utilized 
in  analyzing  and  deciding  whether  to  buy  or 
sell  a  physical  product.  This  data  includes 
commodity  prices,  historical  prices,  price  as¬ 
sessments,  future  prices,  currency  rates, 
shipping  and  storage  information,  and  news 
coverages  of  all  world  markets. 

(2)  Electronic  gateway  for  financial  settlement 
services.  GEMCO  will  provide  communica¬ 
tions  linkages  which  allow  subscribers  to 
“pass-through’’  from  the  GEMCO  system  for 
on-line  access  to  their  banks  and  allow  the 
banks  access  to  the  system  for  the  purpose  of 
confirming  transactions.  This  will  allow  sub¬ 
scribers  to  obtain  from  their  banks  financial 
settlement  services  in  connection  with  com¬ 
modities  transactions,  such  as  requests  for 
and  authorizations  of  letters  of  credit,  spot  and 
forward  currency  transactions,  settlement, 
and  delivery  and  payment  guarantees. 

(3)  Electronic  transactional  capability.  GEMCO 
will  provide  a  mechanism  which  allows  sub¬ 
scribers  who  wish  to  buy  or  sell  commodities 
to  present  a  bid  or  offer  to  other  subscribers 
without  having  to  go  off  the  system. 

Our  understanding  of  the  activities  of  the  proposed 
Subsidiary  is  based  on  the  Bank’s  letters  of  February 
27,  March  26,  and  July  24,  1985,  and  conversations 
with  representatives  of  this  Office  The  Bank  may 
establish  the  proposed  Subsidiary,  subject  to  the 
qualifications  stated  below.  The  Office  incorporates 
the  Bank’s  letters  in  the  following  analysis. 

The  first  activity  of  GEMCO  is  the  provision  of  various 
types  of  banking,  financial,  and  economic  data  rele¬ 
vant  to  certain  commodities.  It  is  our  understanding 
that  the  information  involved  is  information  which  is 
generated  or  acquired  (e  g.,  in  the  Bank's  economic 
research  libraries)  for  the  Bank’s  own  use  in  its  lend¬ 
ing,  trust,  investment  advice,  and  trade  financing 
activities,  among  other  areas  We  also  understand  that 
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the  information  is  reasonably  necessary  for  the  Bank’s 
use  in  the  performance  of  these  banking  functions. 
This  Office  has  taken  the  position  that  a  national  bank 
may  market  banking,  financial,  and  economic  data 
developed  for  its  own  use.  Such  information  may  be 
marketed  to  customer's  as  a  by-product  of  a  bank’s 
development  of  the  information  in  conducting  its  own 
business  See  Letter  from  Richard  V.  Fitzgerald,  Direc¬ 
tor,  Legal  Advisory  Services  Division  (OCC  Interpre¬ 
tive  Letter  No.  137,  December  27,  1979),  reprinted  in 
[1981-1982  Transfer  Binder]  Fed.  Banking  L.  Rep. 
(CCH)  f  85,218.  In  this  capacity,  national  banks 
historically  have  provided  to  their  customers  various 
information  services  as  a  part  of  their  function  as 
financial  intermediaries.  Thus,  the  information  service 
to  be  provided  by  GEMCO  is  an  activity  which  a 
national  bank  may  offer  under  12  U.S.C.  §  24(7). 

The  second  activity  of  GEMCO  is  to  provide  an  elec¬ 
tronic  gateway  for  financial  settlement  services.  This  is 
a  communication  linkage  allowing  GEMCO  subscrib¬ 
ers  to  pass-through  from  the  GEMCO  system  into  the 
banking  system  via  the  Bank’s  other  links  to  banks. 
This  will  permit  subscribers’  communication  with  their 
banks  in  order  to  arrange  for  financial  services  in 
connection  with  their  commodities  transactions.  The 
linkage  will  allow  subscribers  to  contact  their  banks  for 
needed  financial  services  while  negotiating  their  trans¬ 
actions.  The  banking  services  are  provided  by  the 
banks  and  are  traditional  trade-related  banking  serv¬ 
ices.  The  gateway  service  is  merely  a  means  of 
connecting  subscribers  with  their  banks.  This  is  an 
electronic  method  of  facilitating  the  delivery,  for  the 
Bank  itself  or  for  its  correspondents,  of  traditional 
banking  services.  See  Interpretive  Ruling  7.3500,  12 
C  F  R  §  7.3500.  Thus,  it  is  a  permissible  activity  for  a 
national  bank  under  12  U.S.C.  §  24(7). 

The  third  activity  of  GEMCO  is  to  provide  a  transac¬ 
tional  capability  for  its  subscribers  over  its  system. 
GEMCO  will  provide  a  mechanism  which  allows  sub¬ 
scribers  who  wish  to  buy  or  sell  commodities  to  search 
the  system  for  other  subscribers  who  wish  to  enter  into 
transactions  and  present  a  bid  or  offer  to  them  without 
the  necessity  of  having  to  go  off  the  system.  This 
feature  takes  the  system's  computer  communications 
linkages  which  are  in  place  between  each  subscriber 
and  GEMCO  for  the  provision  of  information  and 
financial  settlement  services  and  allows  the  subscrib¬ 
ers  to  communicate  with  each  other  for  trade  transac¬ 
tions  Trading  in  the  cash  market  for  physical  com¬ 
modities  only  will  be  included  over  the  GEMCO  sys¬ 
tem  Subscribers  will  deal  directly  with  each  other; 
GEMCO  has  no  involvement  in  the  transactions  other 
than  providing  the  communications  link  GEMCO  will 
make  no  representations  as  to,  and  will  specifically 
disclaim  any  responsibility  for,  the  financial  position, 


solvency,  reputation,  legitimacy,  or  integrity  of  any 
subscriber.  There  will  be  no  express  or  implied  war¬ 
ranty  by  GEMCO  of  the  creditworthiness  of  any  sub¬ 
scriber.  There  will  also  be  no  warranties  or  represen¬ 
tations  as  to  the  prices,  market  information,  and  finan¬ 
cial  information  furnished  or  as  to  results  to  be  ob¬ 
tained  by  using  the  GEMCO  system.  The  fee  which 
subscribers  will  pay  to  GEMCO  is  not  based  on 
transactions,  and  subscribers  may  use  the  GEMCO 
system  only  for  information  and  financial  settlement 
services  without  also  doing  transactions  over  the 
system. 

The  GEMCO  system  is  established  and  in  place, 
connecting  the  various  subscribers  to  GEMCO,  to 
deliver  the  banking,  financial,  and  economic  informa¬ 
tion  and  to  connect  subscribers  for  financial  settle¬ 
ment  services.  The  use  of  it  by  subscribers  to  com¬ 
municate  with  each  other  and  conduct  trade  transac¬ 
tions  is  an  extra  utilization  by  subscribers  of  a  capacity 
inherent  in  the  system’s  communication  linkages.  In 
GEMCO’s  operations,  the  transactional  capability  is 
not  offered  as  a  separate,  stand-alone  product;  in¬ 
stead  it  is  an  inherent  and  fully  integrated  aspect  of  the 
whole  system.  It  enables  subscribers,  who  use  the 
information  services  to  gather  information  needed  for 
their  trade  transactions  and  who  use  the  gateway  for 
the  financial  settlement  services  needed  to  finalize  a 
trade  transaction,  to  conduct  the  related  trade  trans¬ 
action  without  the  need  to  go  off  the  system  to  estab¬ 
lish  a  separate  communication  link  to  execute  trades 
and  with  the  advantages  of  simultaneous  interactive 
capacity  with  the  information  and  financial  settlement 
services.  In  this  context  of  an  integrated  product 
offering,  the  transactional  capability  is  intimately  con¬ 
nected  with  the  information  services  and  financial 
settlement  services  and  is  useful  and  convenient  for 
the  provision  of  these  services.  As  such,  it  is  within  the 
authority  of  national  banks  under  12  U.S.C.  §  24(7). 

The  transactional  capability  consists  of  a  mechanism 
allowing  subscribers  to  list  their  offers  to  sell  and  bids 
to  buy  specific  commodities  on  the  computer  system 
and  providing  a  means  for  the  buyers  and  sellers  to 
communicate  with  each  other.  National  banks  in  the 
past  have  provided  a  means  by  which  buyers  and 
sellers  of  various  items  were  put  in  touch  with  each 
other.  Banks  with  foreign  trade  connections  provided 
their  depositors  and  other  customers  with  announce¬ 
ments,  for  example,  in  monthly  newsletters,  showing 
specific  inquiries  in  foreign  markets  for  supplies  of 
United  States  goods  and  requests  of  foreign  mer¬ 
chants  for  the  bank's  services  in  putting  them  in  touch 
with  United  States  businesses.  This  Office  has  taken 
the  position  that  a  national  bank  may  act  as  finder  in 
bringing  together  a  buyer  and  seller,  where  the  bank's 
activity  is  limited  to  the  introduction  and  it  takes  no 
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further  part  in  the  negotiations.  See  Interpretive  Ruling 
7.7200,  12  C.F.R.  §  7.7200;  Letter  from  Richard  V. 
Fitzgerald,  Director,  Legal  Advisory  Services  Division, 
(OCC  Interpretive  Letter  No.  238,  February  9,  1982), 
reprinted  in  [1983-1984  Transfer  Binder]  Fed.  Bank¬ 
ing  L.  Rep.  1i  85,402.  The  traditional  activity  of  provid¬ 
ing  a  means  by  which  buyers  and  sellers  were  put  in 
touch  with  each  other  was  conducted  by  means  such 
as  newsletters  and  personal  contacts.  In  GEMCO's 
system,  the  Bank  would  be  conducting  the  activity 
with  computer  technology.  See  Interpretive  Ruling 
7.3500,  12  C.F.R.  §  7.3500. 

Finally,  the  participation  of  the  Bank  in  the  GEMCO 
activities  through  a  general  partnership  must  be  ad¬ 
dressed.  The  Bank  proposes  to  establish  a  wholly 
owned  operating  subsidiary.  The  Subsidiary  will  be  a 
general  partner  with  a  50  percent  interest  in  GEMCO. 
The  other  general  partner  will  be  ***,  a  wholly  owned 
subsidiary  of  [a  company  which  is  not  a  federally 
insured  depository  institution].  The  Bank  will  suffi¬ 
ciently  capitalize  the  operating  Subsidiary  and  con¬ 
duct  its  operations  in  such  a  manner  as  to  minimize 
the  likelihood  that  the  corporate  veil  could  be  pierced 
under  state  corporation  law.  The  business  activities  of 
the  partnership  will  be  defined  and  limited  by  the 
general  partnership  agreement.  The  six-person  man¬ 
agement  committee  of  GEMCO  will  consist  of  three 
persons  appointed  by  each  of  the  two  partners.  Meet¬ 
ings  of  the  management  committee  may  not  be  held 
except  when  a  member  representing  each  partner  is 
present.  Voting  and  other  determinations  of  the  man¬ 
agement  committee  must  be  by  unanimous  vote  of  a 
quorum  of  four  which  means  each  partner  has  a  veto 
over  management  committee  actions.  In  addition,  a 
number  of  specified  actions  of  the  partnership  require 
the  unanimous  vote  of  the  members  appointed  by 
each  partner.  The  partnership  agreement  also  will 
state  the  partners’  acknowledgement  that  GEMCO  will 
be  subject  to  the  provisions  of  federal  banking  laws 
and  regulations  applicable  to  national  banks  and 
subject  to  regulation  and  examination  by  the  Comp¬ 
troller  of  the  Currency. 

The  Office  previously  has  permitted  a  national  bank, 
through  an  operating  subsidiary,  to  act  as  a  general 
partner  with  another  general  partner  where  the  two 
partners  were  equal  partners.  See  Letter  from  Michael 
Patriarca,  Deputy  Comptroller  for  Multinational  Bank¬ 
ing  (OCC  Interpretive  Letter  No.  289,  May  15,  1984), 
reprinted  in  [1983-1984  Transfer  Binder]  Fed.  Bank¬ 
ing  L.  Rep.  (CCH)  H  85,453.  In  other  instances  the 
Office  also  has  permitted  a  national  bank  to  be  a 
general  partner  in  a  venture  in  which  it  was  the  sole 
general  partner,  or  to  be  a  limited  partner. 

The  participation  of  national  banks  in  partnerships 


raises  significant  legal,  policy,  and  prudential  con¬ 
cerns.  A  national  bank's  manner  of  participation  in  any 
partnership  must  be  consistent  with  the  express  or 
implied  powers  of  national  banks  In  addition,  partici¬ 
pation  in  partnerships  may  expose  national  banks  to 
certain  risks.  A  national  bank  involved  in  a  partnership 
may  feel  compelled  to  honor  fully  the  obligations  of  the 
partnership,  despite  the  lack  of  any  legal  liability,  in 
order  to  preserve  its  prior  investment,  perceived  bus¬ 
iness  opportunity,  or  its  own  reputation  Thus,  for 
example,  in  the  May  15,  1984,  letter  cited  above,  both 
partners  were  federally  insured  banking  institutions, 
and  the  Office  conditioned  the  establishment  of  the 
operating  subsidiary  at  that  time  on  that  fact. 

Accordingly,  this  Office  must  carefully  review  the 
circumstances  and  structure  of,  and  the  risks  inherent 
in,  any  proposed  partnership  This  review  will  be  a  part 
of  the  Office’s  review  of  operating  subsidiary  notifica¬ 
tions,  where  applicable.  Based  on  our  review  of  the 
Bank’s  operating  subsidiary  proposal,  the  Bank, 
through  the  Subsidiary,  may  permissibly  engage  in  the 
activities  described  above  provided  that  its  affairs  are 
conducted  as  described  and  in  addition  provided 
that:  (1)  the  partnership  agreement  fully  delineate  the 
activities  of  the  partnership  and  that  the  Bank,  through 
its  Subsidiary,  has  veto  power  over  the  activities  of  the 
partnership  and  over  major  decisions  of  the  partner¬ 
ship;  (2)  the  partnership  is  subject  to  regulation, 
supervision,  and  examination  by  this  Office;  and  (3) 
the  Bank  and  its  affiliates  limit  total  commitment  to  the 
partnership,  including  partnership  contributions  and 
loans  and  extensions  of  credit  (both  direct  and  indi¬ 
rect),  to  an  amount  no  greater  than  5  percent  of  the 
Bank's  primary  capital. 

It  should  also  be  noted  that  changes  in  the  activities  of 
the  partnership,  changes  in  the  Bank's  proportion  of 
interest  in  the  partnership,  changes  in  the  manage¬ 
ment  and  control  provisions  of  the  partnership  agree¬ 
ment,  and  changes  in  the  identity  of  the  other  partner 
are  considered  new  activities  of  the  operating  subsid¬ 
iary  for  purposes  of  the  notification  requirement  of  12 
C.F.R.  §  5.34(d)(1). 

As  discussed  earlier,  the  activities  in  which  GEMCO 
will  engage  are  permissible  activities  for  national 
banks.  The  Office  hereby  notifies  the  Bank  in  accord¬ 
ance  with  12  C.F.R.  §  5  34(d)(  1  )(ii)  that  it  may  estab¬ 
lish  the  proposed  operating  subsidiary,  subject  to  the 
understandings,  representations,  and  conditions  dis¬ 
cussed.  As  the  Office  further  addresses  these  areas  in 
policy  developments,  rulemaking,  or  interpretation, 
the  Bank  will  be  expected  to  comply  with  future 
measures  adopted  by  the  Office  Our  review  is  limited 
by  practical  necessity  to  those  legal  and  prudential 
issues  arising  under  the  laws  for  which  this  Office  has 
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primary  responsibility.  It  should  not  be  construed  as  a 
general  opinion  and  analysis  addressing  all  possible 
concerns  It  is  our  understanding  that  GEMCO  and  the 
Bank  s  participation  therein  will  at  all  times  be  con¬ 
ducted  in  accordance  with  all  applicable  laws  and 
regulations. 

Michael  Patriarca 
Deputy  Comptroller 

*  *  * 


347 — August  2,  1985 

This  responds  to  your  letter  of  July  2,  1985,  to 
Rosemarie  Oda  of  this  Office.  Your  letter  requested  an 
opinion  on  the  applicability  of  12  U.S.C.  §  371c  to  a 
situation  involving  your  client  national  bank.  As  I 
understand  it,  the  national  bank  made  loans  to  two 
affiliates  in  strict  compliance  with  the  quantitative 
limitations  of  12  U.S.C.  §  371c.  Loans  to  each  affiliate 
amounted  to  less  than  10  percent  of  the  bank's  capital 
and  surplus.  See  12  U.S.C.  §  371  c(a)(1  )(A).  The  total 
of  all  of  the  bank’s  loans  to  affiliates  was  less  than  20 
percent  of  the  bank’s  capital  and  surplus.  See  12 
U.S  C.  §  371c(a)(1)(B).  Moreover,  the  loans  were  fully 
collateralized  in  accordance  with  the  statute.  See  12 
U.S.C.  §  371c(c). 

Subsequent  to  the  making  of  the  subject  loans,  the 
bank's  board  of  directors  declared  a  dividend  which 
reduced  the  surplus  of  the  bank.  I  assume  this  divi¬ 
dend  was  made  in  strict  accordance  with  1 2  U.S.C.  §§ 
56  and  60,  the  provisions  of  the  National  Bank  Act 
governing  the  payment  of  dividends.  As  a  result  of  the 
dividend  and  the  corresponding  reduction  of  surplus, 
the  unpaid  portion  of  the  affiliate  loans  exceeded  the 
previously  mentioned  quantitative  limitations  in  section 
371c  Accordingly,  you  requested  an  opinion  on 
whether  the  declaration  of  this  dividend  caused  the 
bank  to  violate  12  U.S.C.  §  371c. 

Your  letter  referred  to  an  OCC  staff  interpretive  letter 
which  indicated  that,  absent  unusual  circumstances, 
the  Office  applies  the  legal  lending  limit  of  12  U.S.C.  § 
84  at  the  time  the  bank  advances  the  funds  in  ques¬ 
tion  Under  the  Office’s  view,  a  loan  that  is  legal  under 
12  U  S  C  §  84  when  made  does  not  become  illegal  by 
/irtue  of  subsequent  events  Thus,  a  bank  which 
reduces  its  surplus  through  the  payment  of  dividends 
so  that  prior  loans  no  longer  conform  to  the  section  84 
mts  is  not  in  violation  of  the  law  See  letter  from 
Rosemarie  Oda.  Senior  Attorney,  Legal  Advisory  Ser- 
/ices  Division  (April  23,  1984),  reprinted  in 


[1983-1984  Transfer  Binder]  Fed.  Banking  Law  Rep. 
(CCH)  H  85,450.  Cf.  48  Fed.  Reg.  15844,  15850 
(preamble  to  final  rule  implementing  12  U.S.C.  §  84) 
(stating  that  the  OCC’s  traditional  position  is  that  loan 
advances  trigger  the  lending  limit  statute).  The  Office’s 
position  on  this  matter  is  based  upon  case  law.  See, 
e.g.,  Corsicana  Nat.  Bankv.  Johnson,  251  U  S.  68,  86 
(1919);  Payne  v.  Ostrus,  50  F.2d  1039,  1041  (8th  Cir. 
1931);  Atherton  v.  Anderson,  86  F.2d  518,  533-34  (6th 
Cir.  1936),  revd  on  other  grounds,  302  U.S.  643 
(1937). 

In  my  opinion,  there  is  no  reason  to  reach  a  different 
result  with  regard  to  the  quantitative  lending  limitations 
of  12  U.S.C,  §  371c.  The  statute  provides  that: 

A  member  bank  and  its  subsidiaries  may  engage 
in  a  covered  transaction  [e.g.,  a  loan  or  extension 
of  credit]  with  an  affiliate  only  if — 

(A)  in  the  case  of  any  affiliate,  the  aggregate 
amount  of  covered  transactions  of  the  member 
bank  and  its  subsidiaries  will  not  exceed  10  per 
centum  of  the  capital  stock  and  surplus  of  the 
member  bank;  and 

(B)  in  the  case  of  all  affiliates,  the  aggregate 
amount  of  covered  transactions  of  the  member 
bank  and  its  subsidiaries  will  not  exceed  20  per 
centum  of  the  capital  stock  and  surplus  of  the 
member  bank.  (12  U.S.C.  §  371c(a)(1). 

This  language  permits  banks  to  engage  in  covered 
transactions  with  affiliates  within  the  specified  quanti¬ 
tative  limitations.  The  statutory  language,  by  stating 
that  a  bank  may  engage  in  a  covered  transaction  to 
the  extent  the  transaction  is  within  the  specified  limits, 
suggests  that  these  limits  are  to  be  applied  at  the  time 
of  the  transaction.  Thus,  the  language  of  section  371c 
supports  the  position  that  the  quantitative  limitations 
are  to  be  applied  to  an  affiliate  loan  when  the  loan  is 
made.  See  also  12  U.S.C.  §  371(c)(1)  (requiring  the 
collateralization  of  affiliate  loans  at  the  time  of  the 
transaction). 

Also,  as  you  noted  in  your  letter,  a  different  position 
could  have  undesirable  policy  implications.  For  exam¬ 
ple,  if  12  U.S.C.  §  371c  is  interpreted  to  prohibit  the 
payment  of  dividends  beyond  the  point  required  for 
the  bank  to  keep  its  affiliate  loans  in  conformity  with  the 
quantitative  limitations,  national  banks  may  be  pre¬ 
vented  from  paying  dividends  that  are  otherwise  per¬ 
fectly  permissible  under  the  National  Bank  Act  This 
would  place  an  added  restriction  on  a  national  bank's 
ability  to  distribute  its  profits  to  shareholders.  In  the 
absence  of  any  evidence  in  section  371c  that  Con¬ 
gress  intended  this  result,  I  do  not  believe  that  the 
statute  should  be  construed  in  this  manner 


To  summarize,  the  Office’s  policy  and  the  case  law 
construing  12  U.S.C.  §  84,  the  language  of  12  U.S.C. 
§  371c,  and  the  policy  considerations  involved  cause 
me  to  conclude  that  the  quantitative  limitations  of 
section  371c  should  be  applied  to  an  affiliate  loan 
when  the  transaction  occurs.  The  bank’s  subsequent 
payment  of  otherwise  permissible  dividends  in  an 
amount  sufficient  to  make  the  affiliate  loans  noncon¬ 
forming  would  not  generally  be  a  violation  of  section 
371c.  ” 

I  trust  that  this  is  responsive  to  your  inquiry. 

William  B.  Glidden 

Assistant  Director 

Legal  Advisory  Services  Division 

*  *  * 


348 — August  15,  1985 

Mr.  Joseph  Pogar,  Jr. 

District  Counsel  for  the  Western  District 
50  Fremont  Street,  Suite  3900 
San  Francisco,  California  94105 

Dear  Mr.  Pogar: 

This  is  in  response  to  your  letter  of  April  3,  1985,  to 
Roberta  W.  Boylan,  Director,  Legal  Advisory  Services 
Division,  which  has  been  referred  to  me  for  reply.  Your 
inquiry  concerns  12  C.F.R.  §  7.3025,  which  deals  with 
other  real  estate  owned  (OREO)  by  national  banks. 
Specifically,  you  ask  whether  Interpretive  Ruling 
7.3025(g)(1)  requires  an  appraisal  to  be  done  when 
the  bank  acquires  equitable  title  to  the  property  or 
whether  the  appraisal  may  be  postponed  until  the 
bank  acquires  final,  legal  title. 

You  state  in  your  letter  that  in  Washington  and  some 
other  western  states  a  bank  does  not  immediately 
acquire  legal  title  to  real  estate  purchased  at  foreclo¬ 
sure  proceedings.  The  bank  does  acquire  an  inchoate 
right  to  the  property  which  will  ripen  into  absolute  title 
if  the  debtor  does  not  exercise  his  statutory  right  of 
redemption.  In  the  state  of  Washington,  for  instance,  a 
debtor  has  1  year  from  the  date  of  sale  in  foreclosure 
to  redeem  his  property  by  paying  the  amount  due. 
However,  despite  the  fact  that  the  bank  does  not 
acquire  full  legal  title  to  the  property  it  is  still  classified 
as  OREO  by  the  OCC  under  12  C.F.R.  §  7.3025  and 
must  be  appraised  within  a  reasonable  period  upon 
acquisition  by  an  independent  appraiser.  12  C.F.R. 


7.3025(g)(1).  You  have  requested  that  we  review  the 
propriety  of  this  policy  and  consider  changing  it 

In  12  C.F.R.  §  7.3025(a)(1),  OREO  is  defined  as  real 
estate  acquired  by  a  national  bank: 

(i)  Through  purchases  at  sales  under  judgments, 

decrees,  or  mortgages  where  the  property  was 

security  for  debts  previously  contracted; 

(ii)  Through  conveyance  in  satisfaction  of  debts 

previously  contracted;  or 

(iii)  Through  purchases  to  secure  debts  previ¬ 
ously  contracted. 

The  regulation  does  not  mention  legal  or  equitable 
title.  The  fact  that  the  bank  purchases  real  estate 
which  was  security  for  a  debt  previously  contracted  is 
sufficient  to  classify  that  property  as  OREO.  However, 
12  C.F.R.  §  7.3025(e)  states  that  the  holding  period  for 
OREO  permitted  by  12  U.S.C.  §  29  begins  on  the  date 
that  legal  title  to  the  property  is  transferred  to  the  bank. 
This  distinction  between  the  designation  of  real  estate 
as  OREO  upon  acquisition  while  the  actual  holding 
period  for  OREO  does  not  begin  until  the  bank  ac¬ 
quires  legal  title  can  be  justified  for  two  reasons. 

First,  the  bank  has  a  need  to  disclose  the  fact  that  it 
has  taken  the  property  in  lieu  of  the  debt  on  its  balance 
sheet  and  the  property  must  be  accounted  for  by  the 
bank  since  the  bank  has  actual  possession  of  the 
property.  If  the  property  is  not  classified  as  OREO  then 
it  must  stiil  be  accounted  for  by  the  bank  in  some 
manner.  In  discussions  with  Mr.  Larry  Senter  of  Com¬ 
mercial  Examinations  and  other  examiners  here  in  the 
Washington  Office  no  reasonable  alternative  classifi¬ 
cation  was  found  to  be  satisfactory.  Accordingly,  for 
accounting  and  disclosure  purposes,  there  is  no  alter¬ 
native  to  considering  property  as  OREO  as  soon  as  it 
is  acquired  by  the  bank. 

Second,  it  does  however  make  sense  to  treat  the 
holding  period  as  being  triggered  by  the  bank’s 
obtaining  legal  title  to  the  property  because  it  may  be 
impossible  for  the  bank  to  dispose  of  the  property 
before  that  date.  The  redemption  period  situation  is 
one  example  of  this  practical  consideration.  Measur¬ 
ing  the  OREO  holding  period  from  the  date  the  bank 
obtains  legal  title  is  fair  to  the  bank  and  does  not 
generate  any  accounting  or  disclosure  problem. 

As  far  as  agency  precedent  is  concerned,  there  is  a 
conflict.  A  1978  memorandum  from  Martin  Goodman, 
then  Associate  Chief  Counsel,  states  that  real  estate 
acquired  by  a  national  bank  is  OREO  upon  acquisition 
of  an  interest  equivalent  to  or  similar  to  equitable  title 
by  the  bank.  Mr.  Goodman’s  memorandum  is  directly 
on  point  with  your  inquiry  because  he  was  dealing  with 
the  redemption  period  in  Washington  during  which  full 
legal  title  does  not  pass  Mr  Goodman  stated  that  the 
bank’s  rights  in  the  property  did  not  include  legal  title 
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but  there  were  sufficient  ownership  rights  vested  in  the 
bank  to  grant  it  equitable  title,  thus  triggering  the 
appraisal  requirement  of  the  OREO  regulation. 

Another  memorandum  directly  on  point  with  your  facts 
but  reaching  the  opposite  result  was  written  in  March 
of  1982  by  Mr.  Frank  J.  Coughlin,  then  Deputy  Re¬ 
gional  Administrator  for  the  Twelfth  National  Bank 
Region  In  that  memorandum  Mr.  Coughlin  stated  that 
real  estate  acquired  through  foreclosure  proceedings 
in  that  region  would  not  be  booked  as  OREO  until  the 
bank  had  full  legal  title  Mr.  Coughlin  stated  that  the 
bank  did  not  have  to  book  real  estate  acquired 
through  foreclosure  as  OREO  until  the  debtor’s  statu¬ 
tory  right  to  redeem,  where  applicable,  had  expired. 
He  further  stated  in  that  memorandum  that  “delivery  of 
the  deed"  evidences  the  bank’s  taking  title  to  the 
property  and  that  real  estate  only  became  classified 
as  OREO  if  and  when  full  legal  title  to  real  estate  is 
acquired  according  to  the  laws  of  the  particular  state. 

The  position  taken  by  Mr.  Coughlin  is  incorrect.  The 
regulation  states  that  OREO  is  real  estate  acquired  by 
a  national  bank  through  “purchases  at  sales  under 
judgments,  decrees,  or  mortgages  where  the  property 
was  security  for  debts  previously  contracted.”  12 
C.F.R.  §  7.3025(a)(1)(i).  The  bank's  purchase  of  any 
ownership  interest  will  be  classified  as  OREO.  No 
compelling  arguments  have  been  made  which  distin¬ 
guish  or  challenge  this  reading  of  the  regulation.  The 
regulation  does  not  mention  nor  does  it  require  the 
bank  to  have  legal  title  to  the  real  estate  for  it  to  be 
classified  as  OREO. 

The  appraisal  requirement  of  the  OREO  regulation  is 
contained  in  12  C.F.R.  §  7.3025(g)(1),  which  states 
that  “upon  transfer  to  other  real  estate  owned,  fair 
value  must  be  substantiated  by  a  current  appraisal 
prepared  by  an  independent,  qualified  appraiser.” 
Since,  as  previously  discussed,  real  estate  acquired 


by  a  national  bank  becomes  OREO  upon  acquisition, 
this  triggers  the  appraisal  requirement  of  the  regula¬ 
tion.  In  your  letter  to  Mr  C.  H.  Williams  of  March  26, 
1985,  you  state  that  examiners  in  the  Western  District 
generally  expect  that  a  bank  will  have  submitted  a 
request  for  an  appraisal  within  1  to  2  weeks  after  the 
bank  assumes  equitable  title  or  acquire  similar  rights. 
However,  the  actual  appraisal  may  not  occur  for 
another  3  weeks.  Mr.  Senter  felt  that  the  maximum  time 
period  to  have  the  appraisal  done  would  be  within  the 
quarter  so  as  to  have  an  accurate  picture  on  the 
quarterly  call  reports.  There  is  no  written  or  statutory 
time  requirement  for  getting  the  appraisal  done.  The 
regulation  states  only  that  it  must  be  done  within  a 
reasonable  period  of  time. 

It  is  true  that  banks  have  to  bear  the  cost  of  getting 
appraisals  done  while  there  is  still  a  possibility  that  the 
debtor  may  exercise  his  right  to  redeem  the  property. 
But  it  is  difficult  to  know  whether  this  process  raises 
serious  problems.  It  seems  unlikely  that  many  proper¬ 
ties  are  redeemed.  Since  the  original  owner  of  the 
property  was  unable  to  meet  the  monthly  mortgage 
note  it  seems  more  likely  than  not  that  he  will  be 
unable  to  redeem  the  property. 

As  of  this  date,  I  find  no  reasonable  alternative  exists 
with  respect  to  the  current  policy  on  the  classification 
of  real  estate  as  OREO  and  the  appraisal  requirement 
of  the  OREO  regulation.  Therefore,  in  conclusion,  real 
estate  becomes  OREO  upon  acquisition  and  the  ap¬ 
praisal  requirement  is  immediately  triggered. 

I  trust  this  reply  is  responsive  to  your  inquiry. 

William  B.  Glidden 

Assistant  Director 

Legal  Advisory  Services  Division 

*  *  * 


Mergers — July  1  to  September  30,  1985 


Mergers  consummated  involving  two  or  more  operating  banks. 
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July  1,  1985 

Atlantic  National  Bank  of  Florida,  Jacksonville,  Florida 
Guardian  Bank,  Seminole,  Florida 

Merger .  59 

July  1,  1985: 

FMB-First  Michigan  Bank-Metro,  National  Association, 
Grand  Rapids,  Michigan 

FMB-First  Michigan  Bank-Grand  Rapids,  Michigan 

Merger .  60 

July  1,  1985: 

Marine  Midland  Bank,  National  Association,  Buffalo,  New 
York 

One  Branch  of  The  Rochester  Community  Savings  Bank, 
Rochester,  New  York 

Purchase .  60 

July  1,  1985: 

MBank  Greenspoint  National  Association,  Houston,  Texas 
MBank  Greens  Parkway  National  Associaton,  Houston,  Tex¬ 
as 

Merger .  61 

July  1,  1985: 

National  Bank  and  Trust  Company,  Charlottesville,  Virginia 
Bank  of  Powhatan,  Powhatan,  Virginia 
Jefferson  National  Bank,  Charlottesville,  Virginia 
Bank  of  Goochland,  Goochland,  Virginia 
Southern  Bank,  Richmond,  Virginia 


Merger .  61 

July  1,  1985: 

The  Parkersburg  National  Bank,  Parkersburg,  West  Virginia 
Heritage  National  Bank,  Huntington,  West  Virginia 

Merger .  61 

July  2,  1985: 

The  First  National  Bank  of  Madison,  Madison,  Kansas 
Madison  Bank,  Madison,  Kansas 

Purchase .  62 


July  12,  1985: 

First  Bank  Southeast  of  Lake  Geneva,  National  Association, 


Lake  Geneva,  Wisconsin 
Wisconsin  State  Bank,  Delavan,  Wisconsin 

Merger .  63 

July  12,  1985: 

Wheeling  National  Bank,  Wheeling,  West  Virginia 
Citizens  Bank  of  Weirton,  Weirton,  West  Virginia 

Merger .  64 

July  18.  1985: 


Barnett  Bank  of  Marion  County,  National  Association,  Ocala, 
Florida 

Cedar  Key  State  Bank,  Cedar  Key,  Florida 

Merger .  64 

July  18,  1985: 

The  First  National  Bank  of  Chippewa  Falls,  Chippewa  Falls, 
Wisconsin 

State  Bank  of  Boyd,  Boyd,  Wisconsin 

Purchase .  65 

July  19,  1985 

First  Interstate  Bank  of  Golden,  National  Association,  Gold¬ 
en,  Colorado 

Gilpin  County  Bank,  Black  Hawk,  Colorado 

Purchase  .  66 

July  19,  1985 

The  First  National  Bank  of  Boston,  Boston,  Massachusetts 
Bank  of  Boston-Middlesex,  Burlington,  Massachusetts 

Merger .  67 

July  22,  1985 

Citizens  First  National  Bank  of  New  Jersey,  Ridgewood,  New 
Jersey 
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One  Branch  of  Interchange  State  Bank,  Saddle  Brook,  New 
Jersey 

Purchase .  67 

July  23,  1985 

The  First  National  Bank  of  Onaga.  Onaga,  Kansas 
First  National  Bank  of  Onaga,  Onaga,  Kansas 

Purchase .  68 

July  25,  1985, 

First  National  Bank  of  Glenrock,  Glenrock,  Wyoming 
National  Bank  of  Glenrock,  Glenrock,  Wyoming 

Purchase .  69 

July  25,  1985: 

The  Citizens  State  Bank  of  El  Dorado,  El  Dorado,  Kansas 
National  Bank  of  El  Dorado,  El  Dorado,  Kansas 

Purchase .  70 

August  1,  1985: 

Valley  National  Bank  of  Oregon,  Forest  Grove,  Oregon 
Business  Banking  Corporation,  Beaverton,  Oregon 

Merger .  71 

August  1 ,  1985: 


The  Citizens  and  Southern  National  Bank,  Savannah,  Geor¬ 
gia 

The  Rome  Bank  and  Trust  Company,  Rome,  Georgia 

Merger .  72 

August  1 ,  1985. 

The  First  National  Bank  of  Atlanta,  Atlanta,  Georgia 
First  National  Bank  of  Gwinett  County,  Lawrenceville  Geor¬ 


gia 

Merger .  72 

August  1,  1985: 

Riverside  National  Bank  of  Houston,  Houston,  Texas 
Peoples  Bank,  National  Association,  Houston,  Texas 

Purchase .  73 

August  1 ,  1985: 

Seattle-First  National  Bank,  Seattle,  Washington 
Western  National  Bank,  Seattle,  Washington 

Merger .  74 

August  5,  1985: 

Commercial  National  Bank  of  Peoria,  Peoria,  Illinois 
Pioneer  Bank  of  Peoria,  Peoria,  Illinois 

Merger .  74 

August  5,  1985 


Peoples  National  Bank  of  North  Jersey,  Denville  Township, 

New  Jersey 

Three  Branches  of  First  Jersey  National  Bank,  Jersey  City, 

New  Jersey 

Purchase .  74 

August  12,  1985 

Barnett  Bank  of  Tampa,  National  Association,  Tampa,  Flori¬ 
da 

First  Ruskm  Bank,  Ruskin,  Florida 

Consolidation .  74 

August  16,  1985 

Landmark  Union  Trust  Bank  of  St  Petersburg  National 
Association,  St  Petersburg  Florida 

Palm  State  Bank,  Pinellas  County,  Florida 

Gulf  Coast  Bank  of  Pinellas,  Madeira  Beach  Florida 

Merger .  75 

August  1 7,  1985 

Merchants  Bank  National  Association,  Allentown  Pennsylva 
ma 

Easton  National  Bank  &  Trust  Company  Easton  Pennsy'va 
nia 

Merger .  75 
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August  24  1985 

The  First  Huntington  National  Bank,  Huntington,  West  Virgin¬ 
ia 

Huntington  Trust  &  Savings  Bank,  Huntington,  West  Virginia 
Merger  76 

August  30,  1985 

AmSouth  Bank  National  Association,  Birmingham,  Alabama 
The  First  National  Bank  of  Mobile  Mobile,  Alabama 
First  National  Bank  of  Alabama-Huntsville,  Huntsville,  Ala¬ 
bama 

City  National  Bank  of  Dothan,  Dothan.  Alabama 
First  National  Bank  of  Eufaula,  Eufaula,  Alabama 

Merger .  .  77 

August  30.  1985 

Mercantile  Bank  of  Northwest  County  National  Association, 

St  Louis  County,  Missouri 

One  Branch  of  Lewis  and  Clark  Mercantile  Bank,  St.  Louis 


County,  Missouri 

Purchase  .  79 

August  31 ,  1985 

First  Community  National  Bank,  Rockford,  Illinois 

The  Guaranty  National  Bank  of  Rockford,  Rockford,  Illinois 

Merger .  79 

August  31 ,  1985 

First  National  Bank  of  Ohio,  Akron,  Ohio 


Eighteen  Branches  of  Central  National  Bank  of  Cleveland, 
Cleveland,  Ohio 

Purchase  .  .  80 

August  31 ,  1985 

National  Bank  of  Commerce  of  Birmingham,  Birmingham, 
Alabama 

Metrobank,  National  Association,  Birmingham,  Alabama 

Merger .  .  81 

September  1 ,  1985 

First  National  Bank  of  Florida,  Tampa,  Florida 
Citizens  First  National  Bank  of  Citrus  County,  Inverness, 
Florida 

Citizens  Bank  and  Trust  Company,  Quincy,  Florida 
Lee  County  Bank,  Fort  Myers,  Florida 
The  Lewis  State  Bank,  Tallahassee,  Florida 
First  National  Bank  of  Lakeland,  Lakeland,  Flforida 
Citizens  First  National  Bank  of  Crystal  River,  Crystal  River, 
Florida 

Lake  County  Bank,  Leesburg,  Florida 
The  First  National  Bank  of  Kissimmee,  Kissimmee,  Florida 
Citizens  First  National  Bank  of  Hernando  County,  Spring  Hill, 
Florida 

The  First  National  Bank  in  Punta  Gorda,  Punta  Gorda,  Florida 
The  First  American  Bank  of  Pensacola,  Pensacola,  Florida 
The  First  National  Bank  of  Winter  Haven,  Winter  Haven, 
Florida 

Merger  81 

September  2,  1985 

Citibank  (New  York  State),  National  Association,  Buffalo, 

New  York 

One  Branch  of  Rochester  Community  Savings  Bank,  Roch¬ 
ester  New  York 

Purchase  81 

September  3  1985 

The  Colorado  Springs  National  Bank,  Colorado  Springs, 
Colorado 

United  Bank  of  Colorado  Springs,  Colorado  Springs,  Colora¬ 
do 

Merger  82 

September  3,  1985 

The  F  rst  Jersey  National  Bank/Central,  Perth  Amboy.  New 
Jersey 

One  Branch  of  The  Nafional  State  Bank,  Elizabeth,  New 
Jersey 

Purchase  82 


September  5,  1985 

First  Farmers  and  Merchants  National  Bank  of  Columbia, 
Columbia,  Tennessee 
The  Bank  of  Loretto,  Loretto.  Tennessee 

Purchase .  83 

September  6,  1985 

Vineyard  National  Bank,  Rancho  Cucamonga,  California 
One  Branch  of  Wells  Fargo  Bank,  National  Association,  San 
Francisco,  California 

Purchase .  84 

September  9,  1985 

United  States  National  Bank  in  Johnstown,  Johnstown,  Penn¬ 
sylvania 

One  Branch  of  Equibank,  Latrobe,  Pennsylvania 

Purchase .  85 

September  12,  1985: 

fyloncor  Bank,  National  Association,  Roswell,  New  Mexico 
First  National  Bank  of  Chaves  County,  Roswell,  New  Mexico 

Purchase  .  86 

September  14,  1985: 

Channel  Islands  National  Bank,  Oxnard,  California 
One  Branch  of  Union  Bank,  Los  Angeles,  California 

Purchase .  87 

September  14,  1985: 

Dominion  Bank  National  Association,  Roanoke,  Virginia 
Dominion  Bank  of  the  Cumberlands  National  Association, 
Haysi,  Virginia 

Merger .  87 

September  14,  1985. 

Marine  First  National  Bank  of  Racine,  Racine,  Wisconsin 
Independence  Bank  Kenosha  National  Association,  Keno¬ 


sha,  Wisconsin 

Merger .  .  87 

September  16,  1985 

The  National  Bank  of  South  Carolina,  Sumter,  South  Carolina 
Bank  of  Summerton.  Summerton,  South  Carolina 

Purchase .  88 

September  20,  1985 

The  First  National  Bank  of  Boston,  Boston,  Massachusetts 


Bank  of  Boston-Essex,  National  Association,  Haverhill,  Mas¬ 
sachusetts 

Merger .  89 

September  28,  1985: 

Independence  Bank  Elkhorn  (N  A  )  Association,  Elkhorn, 
Wisconsin 

Burlington  Marine  Bank,  Burlington,  Wisconsin 


Merger .  89 

September  28,  1985: 

Rainier  National  Bank,  Seattle,  Washington 
Suburban  State  Bank,  Silverdale,  Washington 

Merger .  89 

September  28,  1985: 


First  Fidelity  Bank,  National  Association,  South  Jersey,  Bur¬ 
lington  New  Jersey 

National  Bank  and  Trust  Company  of  Gloucester  County, 
Woodbury,  New  Jersey 

Merger .  .  90 

September  30,  1985 

The  Connecticut  Bank  and  Trust  Company,  National  Associ¬ 
ation,  Hartford,  Connecticut 

Citizens  Bank  and  Trust  Company  of  Glastonbury,  Hartford, 


Connecticut 

Merger .  91 

September  30,  1985 

The  First  National  Bank  of  Freeburg,  Freeburg,  Illinois 
The  First  National  Bank  of  Smithton,  Smithton,  Illinois 

Merger .  92 

September  30,  1985 

United  States  National  Bank  of  Oregon,  Portland,  Oregon 

Bank  of  Lake  Oswego,  Lake  Oswego,  Oregon 

Merger  92 
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Mergers  consummated  involving  two  or  more  operating  banks. 


ATLANTIC  NATIONAL  BANK  OF  FLORIDA, 

Jacksonville,  Florida,  and  Guardian  Bank,  Seminole,  Florida 


Names  of  banks  and  type  of  transaction  Total  assets 


Guardian  Bank,  Seminole,  Florida  with .  $  73,483,000 

and  Atlantic  National  Bank  of  Florida,  Jacksonville,  Florida  (6888),  which  had .  3,722,514,000 

merged  July  1,  1985,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had .  3,787,750,000 


COMPTROLLER’S  DECISION 

On  March  19,  1985,  an  application  was  filed  with  the 
Office  of  the  Comptroller  of  the  Currency  to  merge 
Guardian  Bank,  Seminole,  Florida  (hereinafter,  Guard¬ 
ian),  into  Atlantic  National  Bank  of  Florida,  Jackson¬ 
ville,  Florida  (hereinafter,  Atlantic).  The  application 
was  filed  pursuant  to  an  Agreement  to  Merge  finalized 
between  Guardian  and  Atlantic  on  February  28,  1985. 

As  of  December  31,  1985,  Guardian,  an  independent 
bank,  held  total  deposits  of  $76.6  million  in  three 
banking  offices.  On  the  same  date,  Atlantic,  held  total 
deposits  of  $3.8  billion.  Atlantic  is  a  subsidiary  of 
Atlantic  Bancorporation,  the  seventh  largest  bank 
holding  company  in  Florida. 

The  relevant  geographic  market  for  this  proposal  is 
Pinellas  County.  The  county  is  a  peninsula,  with  con¬ 
tinuous  residential  and  resort  development  from 
Clearwater  to  St.  Petersburg.  All  three  offices  of 
Guardian  are  located  in  the  central  part  of  the  county. 
Atlantic  operates  nine  offices  distributed  throughout 
the  market. 

Of  the  23  commercial  banking  organizations  operating 
within  the  relevant  market,  Atlantic  ranks  12th,  with  a 
2.2  percent  market  share.  Guardian,  with  a  1.2  per¬ 
cent  share,  ranks  18th.  In  addition,  there  are  23 
savings  and  loan  associations  in  the  market,  four  of 
which  have  a  greater  deposit  base  than  the  largest 
commercial  bank. 

The  resulting  bank  would  rank  11th  among  commer¬ 
cial  banks.  Given  the  number  of  remaining  market 
participants,  consummation  of  the  proposed  merger 


will  not  have  a  significantly  adverse  effect  on  compe¬ 
tition  in  the  market. 

The  Bank  Merger  Act  12  U.S.C.  1828(c)(5)  requires 
this  Office  to  consider .  .  the  financial  and  manage¬ 
rial  resources  and  future  prospects  of  the  existing  and 
proposed  institutions  and  the  convenience  and  needs 
of  the  community  to  be  served.”  The  future  prospects 
of  the  resulting  bank  appear  favorable,  as  does  its 
ability  to  further  enhance  its  competitiveness  in  the 
market  and  serve  the  convenience  and  needs  of  its 
customers. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does 
not  significantly  lessen  competition  in  the  relevant 
market.  Other  factors  considered  in  evaluating  this 
proposal  are  satisfactory.  Accordingly,  the  application 
is  approved. 

May  20,  1985 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 
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FMB-FIRST  MICHIGAN  BANK-METRO,  NATIONAL  ASSOCIATION, 

Grand  Rapids,  Michigan,  and  FMB-First  Michigan  Bank-Grand  Rapids,  Michigan 


Names  of  banks  and  type  of  transaction  Total  assets 


FMB-First  Michigan  Bank-Metro,  National  Association,  Grand  Rapids,  Michigan  (16505),  with .  $48,696,000 

and  FMB-First  Michigan  Bank-Grand  Rapids,  Michigan,  which  had .  5,543,000 

merged  July  1,  1985,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  54,239,000 


MARINE  MIDLAND  BANK,  NATIONAL  ASSOCIATION, 

Buffalo,  New  York,  and  One  Branch  of  The  Rochester  Community  Savings  Bank,  Rochester,  New  York 


Names  of  banks  and  type  of  transaction 


Total  assets 


One  Branch  of  the  Rochester  Community  Savings  Bank,  Rochester,  New  York,  with .  $  36,954 

was  purchased  July  1,  1985,  by  Marine  Midland  Bank,  National  Association,  Buffalo,  New  York  (16833),  which  had  .  .  .  21,677,969 

After  the  purchase  was  effected  the  receiving  bank  had .  21,714,923 


COMPTROLLER’S  DECISION 

On  March  21,  1985,  an  application  was  filed  with  the 
Office  of  the  Comptroller  of  the  Currency  for  Marine 
Midland  Bank,  National  Association,  Buffalo,  New  York 
(hereinafter,  Marine)  to  purchase  the  assets  and  as¬ 
sume  the  liabilities  of  the  Brockport  Branch  of  The 
Rochester  Community  Savings  Bank,  Rochester,  New 
York  (hereinafter,  Community).  The  application  was 
made  pursuant  to  a  Purchase  and  Assumption  Agree¬ 
ment  finalized  between  Marine  and  Community  on 
January  7,  1985. 

As  of  December  31,  1984,  Marine,  a  subsidiary  of 
Marine  Midland  Banks,  Inc.,  Buffalo,  a  bank  holding 
company  owned  by  The  Hongkong  and  Shanghai 
Banking  Corporation,  Hong  Kong,  B.C.C.,  held  total 
deposits  of  $16  billion  and  operated  branches 
throughout  New  York  State.  As  of  the  same  date, 
Community  held  deposits  of  $2  billion,  of  which  $37 
million  was  held  in  the  Brockport  Branch. 

The  relevant  geographic  market  for  this  proposal 
includes  western  Monroe  County  (in  which  the 
Brockport  Branch  is  located)  and  adjacent  portions  of 
Orleans  County.  Within  this  area,  the  Brockport 
Branch  derives  88  percent  of  its  deposits. 

The  relevant  geographic  market  is  served  by  17 
commercial  banks  and  four  savings  and  loan  associ¬ 
ations  with  widely  dispersed  offices.  Many  of  these 
offices  are  located  in  Rochester  where  market  resi¬ 
dents  commute  for  employment.  Orleans  County,  on 
the  other  hand,  has  no  major  commercial  or  financial 
center  and  has  only  four  banking  options.  Within  the 
Rochester  area  Community  is  the  largest  depository 


institution.  As  a  result  of  the  proposed  acquisition, 
neither  Marine’s  ranking  or  market  share  will  be  al¬ 
tered  and  the  relevant  market  will  continue  to  be 
served  by  the  same  number  of  institutions. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  The  future  prospects  of  the  resulting  bank 
appear  favorable,  as  does  its  ability  to  further  enhance 
its  competitiveness  in  the  market  and  serve  the  con¬ 
venience  and  needs  of  its  customers. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does 
not  significantly  lessen  competition  in  the  relevant 
market.  Other  factors  considered  in  evaluating  this 
proposal  are  satisfactory.  Accordingly,  the  application 
is  approved. 

May  31,  1985 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition 


MBANK  GREENSPOINT  NATIONAL  ASSOCIATION, 

Houston,  Texas  and  MBank  Greens  Parkway  National  Association,  Houston,  Texas 


Names  of  banks  and  type  of  transaction  Total  assets 


MBank  Greenspoint  National  Association,  Houston,  Texas  (15802),  with .  $41,917,000 

and  MBank  Greens  Parkway  National  Association,  Houston,  Texas  (18119),  which  had .  8,895,000 

merged  July  1,  1985,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  50,812,000 


★  ★  ★ 


NATIONAL  BANK  AND  TRUST  COMPANY, 

Charlottesville,  Virginia,  and  Bank  of  Powhatan,  Powhatan,  Virginia,  and  Jefferson  National  Bank, 
Charlottesville,  Virginia,  and  Bank  of  Goochland,  Goochland,  Virginia,  and  Southern  Bank,  Richmond,  Virginia 


Names  of  banks  and  type  of  transaction  Total  assets 


National  Bank  and  Trust  Company,  Charlottesville,  Virginia  (10618),  with .  $  385,032,000 

and  Bank  of  Powhatan,  Powhatan,  Virginia,  which  had .  54,347.000 

and  Bank  of  Goochland,  Goochland,  Virginia,  which  had .  50,947.000 

and  Southern  Bank,  Richmond,  Virginia,  which  had .  295,381.000 

and  Jefferson  National  Bank,  Charlottesville,  Virginia  (6031),  which  had .  255,748.000 

merged  July  1,  1985,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had .  1.041.300.000 


★  ★  ★ 


THE  PARKERSBURG  NATIONAL  BANK, 

Parkersburg,  West  Virginia,  and  Heritage  National  Bank,  Huntington,  West  Virginia 


Names  of  banks  and  type  of  transaction  Total  assets 


Heritage  National  Bank,  Huntington,  West  Virginia  (16893),  with .  $  32,924.000 

and  The  Parkersburg  National  Bank,  Parkersburg,  West  Virginia  (1427),  which  had .  310,899.000 

merged  July  1,  1985,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had .  343.823.000 


COMPTROLLER’S  DECISION 

On  January  24,  1985  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  for  prior 
authorization  to  merge  The  Heritage  National  Bank, 
Huntington,  West  Virginia  (hereinafter,  Heritage),  into 
the  Parkersburg  National  Bank,  Parkersburg,  West 
Virginia  (hereinafter  PNB).  This  application  is  based 
on  an  agreement  finalized  between  Heritage  and  PNB 
on  October  23,  1984. 

As  of  September  30,  1984,  PNB,  the  lead  bank  in  the 
multi-bank  holding  company  United  Bankshares,  Inc. 
(hereinafter,  United),  held  total  deposits  of  $266.4 
million  and  operated  four  offices,  two  in  Parkersburg 
and  two  in  Dunbar,  West  Virginia.  As  of  the  same  date, 
United  held  consolidated  deposits  of  $282.2  million 
and  controlled  two  banking  subsidiaries. 

On  September  30,  1984,  Heritage  held  total  deposits 
of  $25.9  million.  The  bank's  main  office  and  one 
branch  both  operate  in  Huntington,  West  Virginia. 


The  relevant  geographic  market  for  this  proposal  is 
Cabell  County,  West  Virginia,  the  area  from  which 
Heritage  receives  over  80  percent  of  its  deposits. 
Within  this  area  11  commercial  banks  operate  15 
offices.  Heritage  has  a  market  share  of  only  3  percent 
of  total  commercial  bank  deposits. 

Except  for  PNB’s  Dunbar  offices,  all  offices  of  PNB  and 
United  are  situated  in  the  Parkersburg  area  The 
Dunbar  office,  which  is  the  closest  PNB  office  to 
Heritage’s  market,  is  43  miles  away  There  is  no  direct 
competition  between  the  banks.  Therefore,  the  pro¬ 
posed  merger  will  merely  replace  one  competitor  in 
the  Huntington  market  with  another. 

The  Bank  Merger  Act  requires  the  office  to  consider 
“.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  We  find  that  financial  and  managerial 
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resources  of  PNB  and  Heritage  to  be  satisfactory.  The 
future  prospects  of  both,  individually  and  combined, 
are  considered  favorable,  as  are  the  expected  effects 
of  the  proposal  on  the  convenience  and  needs  of  the 
communities  to  be  served. 

A  review  of  the  record  of  this  application  and  the  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibility  revealed  no  evidence  that  the 
applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 


THE  FIRST  NATIONAL  BANK  OF  MADISON, 

Madison,  Kansas,  and  Madison  Bank,  Madison,  Kansas 


Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does 
not  significantly  lessen  competition  in  the  relevant 
market.  Other  factors  considered  in  evaluating  this 
proposal  are  satisfactory.  Accordingly,  the  application 
is  approved. 

March  29,  1985 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


Names  of  banks  and  type  of  transaction  Total  assets 

Madison  Bank,  Madison,  Kansas,  with .  $  8,392,000 

was  purchased  July  2,  1985,  by  The  First  National  Bank  of  Madison,  Madison,  Kansas  (5529),  which  had .  13,041,000 

After  the  purchase  was  effected  the  receiving  bank  had .  N  A 


COMPTROLLER'S  DECISION 

On  July  2,  1985  application  was  made  to  the  Comp¬ 
troller  of  the  Currency  to  grant  prior  written  approval 
for  First  National  Bank  of  Madison,  Madison,  Kansas 
(Assuming  Bank),  to  purchase  certain  assets  and 
assume  certain  liabilities  of  Madison  Bank,  Madison, 
Kansas  (Madison  Bank).  The  application  rests  upon 
an  agreement,  incorporated  herein  by  reference  the 
same  as  if  fully  set  forth,  negotiated  between  the 
Assuming  Bank  and  the  Federal  Deposit  Insurance 
Corporation  (FDIC)  as  receiver  of  Madison  Bank.  For 
reasons  set  forth  below,  the  application  is  hereby 
approved  and  the  Assuming  Bank  is  authorized  to 
consummate  the  purchase  and  assumption  transac¬ 
tion  immediately. 

At  the  close  of  business  on  June  30,  1985,  Madison 
Bank  had  total  assets  of  approximately  $13  million. 
The  bank  was  declared  insolvent  by  the  Kansas  State 
Banking  Commissioner  on  July  2,  1985  and  was 
placed  in  the  hands  of  the  FDIC  as  receiver.  The 
Comptroller  has  now  been  asked  to  grant  his  written 
approval  of  the  proposed  agreement  negotiated  be¬ 
tween  the  FDIC  and  Assuming  Bank  by  which  the 
after  would  purchase  certain  assets  and  assume 
certain  liabilities  of  Madison  Bank 

Jr.der  the  Bank  Merger  Act,  12  U  S  C  1828(c),  the 
Cornptro  or  cannot  approve  a  purchase  and  assump¬ 


tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these 
anticompetitive  effects  to  be  clearly  outweighed  in  the 
public  interest  by  the  probable  effect  of  the  transaction 
in  meeting  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.  Additionally,  the  Comptroller  is 
directed  to  consider  the  financial  and  managerial 
resources  and  future  prospects  of  the  existing  and 
proposed  institutions,  and  the  convenience  and  needs 
of  the  community  to  be  served.  When  necessary, 
however,  to  prevent  the  evils  attendant  upon  the 
failure  of  a  bank,  the  Comptroller  can  dispense  with 
the  standards  applicable  to  usual  acquisition  transac¬ 
tions  and  need  not  consider  reports  on  the  competitive 
effects  of  the  transaction  ordinarily  solicited  from  the 
Department  of  Justice  and  other  banking  agencies. 
He  is  authorized  in  such  circumstances  to  act  imme¬ 
diately  in  his  sole  discretion  to  approve  such  a  trans¬ 
action  and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all 
pertinent  provisions  of  the  National  Bank  Act  and  will 
prevent  a  disruption  of  banking  services  to  the  Madi¬ 
son  community.  Assuming  Bank  has  sufficient  finan¬ 
cial  resources,  and  this  acquisition  will  enable  it  to 
enhance  the  banking  services  offered  in  the  Madison 
community. 

The  Comptroller  finds  that  the  anticompetitive  effects 
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of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  For  these 
reasons,  the  Assuming  Bank's  application  to  assume 
certain  liabilities  and  purchase  certain  assets  of  Mad¬ 
ison  Bank,  as  set  forth  in  the  agreement,  is  approved. 
The  Comptroller  further  finds  that  the  failure  of  Madi¬ 
son  Bank  requires  him  to  act  immediately,  as  contem¬ 
plated  by  the  Bank  Merger  Act,  to  prevent  disruption 
of  banking  services  to  the  community;  and  the  Comp¬ 
troller  thus  waives  publication  of  notice,  dispenses 


with  solicitation  of  competitive  reports  from  other 
agencies,  and  authorizes  the  transaction  to  be  con¬ 
summated  immediately 

Assuming  bank  is  also  authorized  to  operate  Madison 
Bank's  main  office  as  a  branch. 

July  2,  1985 

Due  to  the  emergency  nature  of  the  situation,  a  report 
was  not  requested  from  the  Attorney  General 


FIRST  BANK  SOUTHEAST  OF  LAKE  GENEVA,  NATIONAL  ASSOCIATION, 
Lake  Geneva,  Wisconsin,  and  Wisconsin  State  Bank,  Delavan,  Wisconsin 


Names  of  banks  and  type  of  transaction 


Total  assets 


Wisconsin  State  Bank,  Delavan,  Wisconsin,  with .  $  25,221,000 

and  First  Bank  Southeast  of  Lake  Geneva,  National  Association,  Lake  Geneva,  Wisconsin  (3125),  which  had .  93,488,000 

merged  July  12,  1985,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had .  116,819,000 


COMPTROLLER’S  DECISION 

On  December  14,  1984,  application  was  made  to  the 
Comptroller  of  the  Currency  to  merge  Wisconsin  State 
Bank,  Delavan,  Wisconsin  (hereinafter,  State  Bank), 
into  First  Bank  Southeast  of  Lake  Geneva,  National 
Association,  Lake  Geneva,  Wisconsin  (hereinafter, 
National  Bank),  under  the  charter  and  title  of  the  latter. 
The  application  is  based  upon  an  agreement  entered 
into  by  the  two  banks  on  August  15,  1984. 

As  of  June  30,  1984,  National  Bank  had  approximately 
$93  million  in  total  assets  and  $81  million  in  total 
deposits.  National  Bank  is  a  subsidiary  of  First  South¬ 
east  Banking  Corp,  a  multibank  holding  company 
located  in  Darien,  Wisconsin.  National  Bank  operates 
a  main  office  and  7  branches.  As  of  June  30,  1984, 
State  Bank  had  approximately  $25  million  in  total 
assets  and  $22  million  in  total  deposits.  State  Bank 
operates  a  single  office  in  Delavan. 

Through  its  branch  system,  National  Bank  serves  a 
dispersed  area  in  southeastern  Wisconsin  and  north¬ 
ern  Illinois.  Its  service  area  includes  Walworth  County, 
portions  of  Rock,  Kenosha  and  Racine  counties  in 
Wisconsin,  and  portions  of  Boone,  McHenry  and  Lake 
counties  in  northern  Illinois.  State  Bank’s  service  area 
consists  of  the  town  of  Delavan  and  the  surrounding 
area  including  portions  of  Rock  County,  Wisconsin 
and  Boone  and  McHenry  counties  in  northern  Illinois. 
State  Bank’s  service  area  constitutes  the  relevant 
geographic  market  for  the  proposal.  The  service  areas 


of  the  two  banks  are  not  coextensive  but  do  reflect 
substantial  overlap  in  the  southern  half  of  Walworth 
County.  Within  this  area,  National  Bank  and  State  Bank 
are  direct  competitors. 

This  proposal  would  result  in  the  elimination  of  some 
direct  competition  in  the  southern  half  of  Walworth 
County;  however,  numerous  banking  alternatives  are 
provided  by  12  commercial  banks  operating  a  total  of 
14  offices.  Furthermore,  competition  in  this  area  of 
Wisconsin  can  be  characterized  as  intense.  Financial 
institutions  located  in  the  Janesville-Beloit,  Racine- 
Kenosha,  and  Elkhorn  areas  offer  a  full  range  of 
banking  services  and  products  which  are  readily 
available.  It  is  our  view  that  any  anticompetitive  as¬ 
pects  of  the  proposal  are  mitigated  by  the  presence  of 
the  many  banking  alternatives  in  the  Walworth  County 
area,  as  well  as,  the  alternatives  available  in  adjacent 
markets.  Accordingly,  the  proposal  would  not  be 
significantly  adverse  to  competition 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“.  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  The  future  prospects  of  the  resulting  bank 
appear  favorable,  as  does  its  ability  to  further  enhance 
competitiveness  in  the  market  and  serve  the  conve¬ 
nience  and  needs  of  its  customers 

A  review  of  the  record  of  this  application  and  other 
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information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does 
not  significantly  lessen  competition  in  the  relevant 
market.  Other  factors  considered  in  evaluating  this 
proposal  are  satisfactory  Accordingly,  the  application 


is  approved  subject  to  the  condition  noted  in  a  sepa¬ 
rate  communication  to  National  Bank. 

June  3,  1985 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


WHEELING  NATIONAL  BANK, 

Wheeling,  West  Virginia,  and  Citizens  Bank  of  Weirton,  Weirton,  West  Virginia 


Names  of  banks  and  type  of  transaction 


Total  assets 


Wheeling  National  Bank,  Wheeling,  West  Virginia  (16696),  with .  $129,703,000 

and  Citizens  Bank  of  Weirton,  Weirton,  West  Virginia,  which  had .  20,008,000 

merged  July  12,  1985,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  149,943,000 


BARNETT  BANK  OF  MARION  COUNTY,  NATIONAL  ASSOCIATION, 
Ocala,  Florida,  and  Cedar  Key  State  Bank,  Cedar  Key,  Florida 


Names  of  banks  and  type  of  transaction 


Total  assets 


Cedar  Key  State  Bank,  Cedar  Key,  Florida,  with .  $  2,732,000 

and  Barnett  Bank  of  Marion  County,  National  Association,  Ocala,  Florida  (10578),  which  had .  279,317,000 

merged  July  18,  1985,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had .  282,049.000 


COMPTROLLER’S  DECISION 

On  February  19,  1985,  an  application  was  filed  with 
the  Office  of  the  Comptroller  of  the  Currency  to  merge 
Cedar  Key  State  Bank,  Cedar  Key,  Florida  (hereinaf¬ 
ter,  Cedar  Key),  into  Barnett  Bank  of  Marion  County, 
National  Association,  Ocala,  Florida  (hereinafter, 
Barnett)  The  application  was  filed  pursuant  to  an 
Agreement  of  Merger  finalized  between  Cedar  Key 
and  Barnett  on  December  7,  1984. 

As  of  September  30,  1984,  Cedar  Key,  an  indepen¬ 
dent  bank,  held  total  deposits  of  $2.5  million.  As  of  the 
same  date  Barnett  held  total  deposits  of  $235  million. 
Barnett  is  a  subsidiary  of  Barnett  Banks  of  Florida, 
Inc  the  largest  bank  holding  company  in  Florida 

"ne  re levant  geographic  market  for  this  proposal  is  the 
area  m  and  around  Cedar  Key  in  western  Levy  County 
The  area  is  located  along  the  western  coast  of  Florida, 
and  c  primarily  rural  swampland  Of  the  four  commer- 
c  a  banks  serving  the  market,  Cedar  Key  ranks  fourth 


Barnett  has  no  offices  in  the  market.  The  nearest  office 
of  Barnett  is  approximately  40  miles  east  in  Dunnellon. 
Florida  state  law  prohibits  Barnett  from  entering  Levy 
County  by  establishing  a  de  novo  branch.  This  pro¬ 
posal  represents  a  market  extension  effort  by  Barnett. 
Consummation  of  the  proposal  will  merely  replace  one 
competitor  in  the  market  with  another,  significantly 
larger  institution,  while  permitting  Barnett  to  enter  a 
market  in  which  it  currently  does  not  compete. 


The  Bank  Merger  Act,  12  U.S.C.  1828(c)(5),  requires 
this  Office  to  consider ",  .  the  financial  and  manage¬ 
rial  resources  and  future  prospects  of  the  existing  and 
proposed  institutions  and  the  convenience  and  needs 
of  the  community  to  be  served."  The  future  prospects 
of  the  resulting  bank  appear  favorable,  as  does  its 
ability  to  further  enhance  its  competitiveness  in  the 
market  and  serve  the  convenience  and  needs  of  its 
customers. 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does 
not  significantly  lessen  competition  in  the  relevant 
market.  Other  factors  considered  in  evaluating  this 


proposal  are  satisfactory.  Accordingly,  the  application 
is  approved  as  conditioned  in  the  transmittal  letter 

May  20,  1985 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


THE  FIRST  NATIONAL  BANK  OF  CHIPPEWA  FALLS, 

Chippewa  Falls,  Wisconsin,  and  State  Bank  of  Boyd,  Boyd,  Wisconsin 


Names  of  banks  and  type  of  transaction 


Total  assets 


State  Bank  of  Boyd,  Boyd,  Wisconsin,  with .  $12,436,000 

was  purchased  July  18,  1985,  by  The  First  National  Bank  of  Chippewa  Falls,  Chippewa  Falls,  Wisconsin  (2125),  which 

had .  74,688,000 

After  the  purchase  was  effected,  the  receiving  bank  had .  87,650,000 


COMPTROLLER'S  DECISION 

On  February  11,  1985,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  by  First 
National  Bank  of  Chippewa  Falls,  Chippewa  Falls, 
Wisconsin  (hereinafter,  FNB),  to  purchase  the  assets 
and  assume  the  liabilities  of  State  Bank  of  Boyd,  Boyd, 
Wisconsin  (hereinafter,  State  Bank).  The  application  is 
based  upon  an  agreement  entered  into  by  the  two 
banks  on  January  9,  1985. 

FNB  was  chartered  in  1873  and  operates  a  main  office 
in  Chippewa  Falls,  a  branch  in  Lake  Wissota,  and  a 
second  branch  in  Bloomer.  As  of  December  31 ,  1984, 
FNB  has  approximately  $71  million  in  total  assets  and 
$60  million  in  total  deposits.  State  Bank  operates  a 
single  office  in  Boyd.  As  of  the  same  date,  State  Bank 
had  approximately  $12  million  in  total  assets  and  $1 1 
million  in  total  deposits. 

FNB  has  defined  its  service  area  as  that  area  within  a 
25-mile  radius  of  Chippewa  Falls.  Analysis  indicates 
that  this  is  not  a  proper  delineation.  Given  its  size  and 
demographics  of  the  area,  the  service  area  of  FNB  is 
more  appropriately  defined  as  Chippewa  Falls  includ¬ 
ing  the  Lake  Wissota  area  and  the  town  of  Bloomer. 
State  Bank’s  service  area  and  the  relevant  geographic 
market  for  the  proposal  consists  of  the  town  of  Boyd.  A 
review  of  the  markets  served  by  FNB  and  State  Bank 
reveals  that  they  are,  for  the  most  part,  separate  and 
distinct.  The  office  of  FNB  which  is  closest  to  State 
Bank's  single  office  in  Boyd  is  located  at  a  distance  of 


16  miles.  Accordingly,  consummation  of  the  proposal 
will  not  be  significantly  adverse  to  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  The  future  prospects  of  the  resulting  bank 
appear  favorable,  as  does  its  ability  to  further  enhance 
its  competitiveness  in  the  market  and  serve  the  con¬ 
venience  and  needs  of  its  customers. 

A  review  of  the  record  of  this  application;  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does 
not  significantly  lessen  competition  in  the  relevant 
market.  Other  factors  considered  in  evaluating  this 
proposal  are  satisfactory.  Accordingly,  the  application 
is  approved. 

May  30,  1985 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 
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FIRST  INTERSTATE  BANK  OF  GOLDEN,  NATIONAL  ASSOCIATION, 
Golden,  Colorado,  and  Gilpin  County  Bank,  Black  Hawk,  Colorado 


Names  of  banks  and  type  of  transaction  Total  assets 


Gilpin  County  Bank,  Black  Hawk,  Colorado,  with .  $  3,861,000 

was  purchased  July  19,  1985,  by  First  Interstate  Bank  of  Golden,  National  Association,  Golden,  Colorado  (14384), 

which  had .  164,260,000 

After  the  purchase  was  effected  the  receiving  bank  had .  N.A. 


COMPTROLLER'S  DECISION 

On  July  19,  1985,  application  was  made  to  the  Comp¬ 
troller  of  the  Currency  to  grant  prior  written  approval 
for  The  First  National  Bank  in  Golden  (Assuming 
Bank),  to  purchase  certain  assets  and  assume  certain 
liabilities  of  Gilpin  County  Bank,  Black  Hawk,  Colorado 
(Gilpin).  The  application  rests  upon  an  agreement, 
incorporated  herein  by  reference  the  same  as  if  fully 
set  forth,  negotiated  between  the  Assuming  Bank  and 
the  Federal  Deposit  Insurance  Corporation  (FDIC)  as 
receiver  of  Gilpin.  For  reasons  set  forth  below,  the 
application  is  hereby  approved  and  the  Assuming 
Bank  is  authorized  to  consummate  the  purchase  and 
assumption  transaction  immediately. 

The  bank  was  declared  insolvent  by  the  Colorado 
State  Banking  Commissioner  on  July  19,  1985,  and 
was  placed  in  the  hands  of  the  FDIC  as  receiver.  The 
Comptroller  has  now  been  asked  to  grant  his  written 
approval  of  the  proposed  agreement  negotiated  be¬ 
tween  the  FDIC  and  Assuming  Bank  by  which  the 
latter  would  purchase  certain  assets  and  assume 
certain  liabilities  of  Gilpin. 

Under  the  Bank  Merger  Act,  12  U.S.C.  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these 
anticompetitive  effects  to  be  clearly  outweighed  in  the 
public  interest  by  the  probable  effect  of  the  transaction 
in  meeting  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.  Additionally,  the  Comptroller  is 
directed  to  consider  the  financial  and  managerial 
resources  and  future  prospects  of  the  existing  and 
proposed  institutions,  and  the  convenience  and  needs 
of  the  community  to  be  served.  When  necessary, 
however,  to  prevent  the  evils  attendant  upon  the 
failure  of  a  bank,  the  Comptroller  can  dispense  with 


the  standards  applicable  to  usual  acquisition  transac¬ 
tions  and  need  not  consider  reports  on  the  competitive 
effects  of  the  transaction  ordinarily  solicited  from  the 
Department  of  Justice  and  other  banking  agencies. 
He  is  authorized  in  such  circumstances  to  act  imme¬ 
diately  in  his  sole  discretion  to  approve  such  a  trans¬ 
action  and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all 
pertinent  provisions  of  the  National  Bank  Act  and  will 
prevent  a  disruption  of  banking  services  to  the  Black 
Hawk  community.  Assuming  Bank  has  sufficient  finan¬ 
cial  resources,  and  this  acquisition  will  enable  it  to 
enhance  the  banking  services  offered  in  the  Black 
Hawk  community. 

The  Comptroller  finds  that  the  anticompetitive  effects 
of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  For  these 
reasons,  the  Assuming  Bank’s  application  to  assume 
certain  liabilities  and  purchase  certain  assets  of 
Gilpin,  as  set  forth  in  the  agreement,  is  approved.  The 
Comptroller  further  finds  that  the  failure  of  Gilpin 
requires  him  to  act  immediately,  as  contemplated  by 
the  Bank  Merger  Act,  to  prevent  disruption  of  banking 
services  to  the  community;  and  the  Comptroller  thus 
waives  publication  of  notice,  dispenses  with  solicita¬ 
tion  of  competitive  reports  from  other  agencies,  and 
authorizes  the  transaction  to  be  consummated  imme¬ 
diately. 

July  19,  1985 

Due  to  the  emergency  nature  of  the  situation,  a  report 
was  not  requested  from  the  Attorney  General. 


THE  FIRST  NATIONAL  BANK  OF  BOSTON, 

Boston,  Massachusetts,  and  Bank  of  Boston-Middlesex,  Burlington,  Massachusetts 


Names  of  banks  and  type  of  transaction  Total  assets 


The  First  National  Bank  of  Boston,  Boston,  Massachusetts  (200),  with .  $18,367,026,000 

and  Bank  of  Boston-Middlesex,  Burlington,  Massachusetts,  which  had .  285,768,000 

merged  July  19,  1985,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  18.636,703,000 


★  *  ★ 

CITIZENS  FIRST  NATIONAL  BANK  OF  NEW  JERSEY, 

Ridgewood,  New  Jersey,  and  One  Branch  of  Interchange  State  Bank,  Saddle  Brook,  New  Jersey 


Names  of  banks  and  type  of  transaction  Total  assets 


One  Branch  of  Interchange  State  Bank,  Saddle  Brook,  New  Jersey,  with .  $  6,121,000 

was  purchased  July  22,  1985,  by  Citizens  First  National  Bank  of  New  Jersey,  Ridgewood,  New  Jersey  (11759),  which 

had .  1,429,482,000 

After  the  purchase  was  effected  the  receiving  bank  had .  1 ,435,603,000 


COMPTROLLER’S  DECISION 

On  April  3,  1985,  an  application  was  filed  with  the 
Office  of  the  Comptroller  of  the  Currency  for  Citizens 
First  National  Bank  of  New  Jersey,  Ridgewood,  New 
Jersey  (hereinafter,  Citizens),  to  purchase  the  assets 
and  assume  the  liabilities  of  the  Fair  Lawn  Branch  of 
Interchange  State  Bank,  Saddle  Brook,  New  Jersey 
(hereinafter,  Interchange).  The  application  was  made 
pursuant  to  an  Agreement  finalized  between  Citizens 
and  Interchange  on  November  28,  1984. 

As  of  December  31 ,  1984,  Citizens  held  total  deposits 
of  $1.2  billion  in  38  offices.  As  of  the  same  date,  the 
Fair  Lawn  Office  of  Interchange  held  total  deposits  of 
$7  million. 

The  relevant  geographic  market  for  this  proposal  is  the 
town  of  Fair  Lawn  (Bergen  County)  in  which  Citizens 
and  Interchange  each  operate  one  office.  The  remain¬ 
der  of  Citizens’  offices  are  located  throughout  the 
north  and  central  portions  of  Bergen  County,  and  in 
eastern  Morris  County,  while  the  other  six  offices  of 
Interchange  are  located  in  the  southern  third  of 
Bergen  County.  Fair  Lawn  is  the  only  location  in  which 
Citizens  and  Interchange  compete  directly. 

Five  commercial  banks  and  one  savings  and  loan 
association  compete  in  the  Fair  Lawn  market,  in  which 
the  savings  and  loan  holds  73  percent  of  total  depos¬ 
its.  In  this  market,  Citizens  ranks  fourth  among  the 
commercial  banks,  with  a  6  percent  share  of  commer¬ 
cial  bank  deposits,  while  Interchange  ranks  fifth,  with  4 
percent  After  consummation  of  the  proposed  trans¬ 
action,  Citizens  will  rank  third,  with  approximately  1 1 
percent  of  commercial  bank  deposits.  Given  the  nom¬ 


inal  market  shares  involved  and  the  number  of  remain¬ 
ing  participants  in  the  market,  this  proposal  would  not 
have  a  significantly  adverse  effect  on  competition 
within  the  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
".  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  The  future  prospects  of  the  resulting  bank 
appear  favorable,  as  does  its  ability  to  further  enhance 
its  competitiveness  in  the  market  and  serve  the  con¬ 
venience  and  needs  of  its  customers. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act  12  U.S.C.  1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved 

June  20,  1985 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 
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THE  FIRST  NATIONAL  BANK  OF  ONAGA, 

Onaga,  Kansas,  and  First  National  Bank  of  Onaga,  Onaga,  Kansas 


Names  of  banks  and  type  of  transaction  Total  assets 


The  First  National  Bank  of  Onaga,  Onaga,  Kansas  (12353),  with .  $22,379,000 

was  purchased  July  23,  1985,  by  First  National  Bank  of  Onaga,  Onaga,  Kansas  (20998),  which  had .  N.A. 

After  the  purchase  was  effected  the  receiving  bank  had . 


COMPTROLLER  S  DECISION 

On  July  23,  1985,  application  was  made  to  the  Comp¬ 
troller  of  the  Currency  to  grant  prior  written  approval 
for  First  National  Bank  of  Onaga,  Onaga,  Kansas 
(Assuming  Bank),  to  purchase  certain  assets  and 
assume  certain  liabilities  of  The  First  National  Bank  of 
Onaga,  Onaga,  Kansas  (The  First).  The  application 
rests  upon  an  agreement,  incorporated  herein  by 
reference  the  same  as  if  fully  set  forth,  negotiated 
between  the  Assuming  Bank  and  the  Federal  Deposit 
Insurance  Corporation  (FDIC)  as  receiver  of  The  First. 
For  reasons  set  forth  below,  the  application  is  hereby 
approved  and  the  Assuming  Bank  is  authorized  to 
consummate  the  purchase  and  assumption  transac¬ 
tion  immediately. 

At  the  close  of  business  on  July  22,  1985,  The  First 
had  total  assets  of  approximately  $20  million.  The 
bank  was  declared  insolvent  by  the  Kansas  State 
Banking  Commissioner  on  July  23,  1985,  and  was 
placed  in  the  hands  of  the  FDIC  as  receiver.  The 
Comptroller  has  now  been  asked  to  grant  his  written 
approval  of  the  proposed  agreement  negotiated  be¬ 
tween  the  FDIC  and  Assuming  Bank  by  which  the 
latter  would  purchase  certain  assets  and  assume 
certain  liabilities  of  The  First. 

Under  the  Bank  Merger  Act,  12  U.S.C.  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these 
anticompetitive  effects  to  be  clearly  outweighed  in  the 
public  interest  by  the  probable  effect  of  the  transaction 
in  meeting  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.  Additionally,  the  Comptroller  is 
directed  to  consider  the  financial  and  managerial 
resources  and  future  prospects  of  the  existing  and 
proposed  institutions,  and  the  convenience  and  needs 
of  the  community  to  be  served  When  necessary, 
however,  to  prevent  the  evils  attendant  upon  the 


failure  of  a  bank,  the  Comptroller  can  dispense  with 
the  standards  applicable  to  usual  acquisition  transac¬ 
tion  and  need  not  consider  reports  on  the  competitive 
effects  of  the  transaction  ordinarily  solicited  from  the 
Department  of  Justice  and  other  banking  agencies. 
He  is  authorized  in  such  circumstances  to  act  imme¬ 
diately  in  his  sole  discretion  to  approve  such  a  trans¬ 
action  and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all 
pertinent  provisions  of  the  National  Bank  Act  and  will 
prevent  a  disruption  of  banking  services  to  the  Onaga 
community.  Assuming  Bank  has  sufficient  financial 
resources,  and  this  acquisition  will  enable  it  to  en¬ 
hance  the  banking  services  offered  in  the  Onaga 
community. 

The  Comptroller  finds  that  the  anticompetitive  effects 
of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  For  these 
reasons,  the  Assuming  Bank’s  application  to  assume 
certain  liabilities  and  purchase  certain  assets  of  The 
First,  as  set  forth  in  the  agreement,  is  approved.  The 
Comptroller  further  finds  that  the  failure  of  The  First 
requires  him  to  act  immediately,  as  contemplated  by 
the  Bank  Merger  Act,  to  prevent  disruption  of  banking 
services  to  the  community;  and  the  Comptroller  thus 
waives  publication  of  notice,  dispenses  with  solicita¬ 
tion  of  competitive  reports  from  other  agencies,  and 
authorizes  the  transaction  to  be  consummated  imme¬ 
diately. 

July  23,  1985 

Due  to  the  emergency  nature  of  the  situation,  a  report 
was  not  requested  from  the  Attorney  General. 


FIRST  NATIONAL  BANK  OF  GLENROCK, 

Glenrock,  Wyoming,  and  National  Bank  of  Glenrock,  Glenrock,  Wyoming 


Names  of  banks  and  type  of  transaction  Total  assets 


First  National  Bank  of  Glenrock,  Glenrock,  Wyoming  (15195),  with .  $18,686,000 

was  purchased  July  25,  1985,  by  National  Bank  of  Glenrock,  Glenrock,  Wyoming  (21000),  which  had .  N.A 

After  the  purchase  was  effected  the  receiving  bank  had . 


COMPTROLLER'S  DECISION 

On  July  25,  1985,  application  was  made  to  the  Comp¬ 
troller  of  the  Currency  to  grant  prior  written  approval 
for  the  National  Bank  of  Glenrock,  Glenrock,  Wyoming 
(Assuming  Bank),  to  purchase  certain  assets  and 
assume  certain  liabilities  of  First  National  Bank  of 
Glenrock,  Glenrock,  Wyoming  (FNB).  The  application 
rests  upon  an  agreement,  incorporated  herein  by 
reference  the  same  as  if  fully  set  forth,  negotiated 
between  the  Assuming  Bank  and  the  Federal  Deposit 
Insurance  Corporation  (FDIC)  as  receiver  of  FNB.  For 
reasons  set  forth  below,  the  application  is  hereby 
approved  and  the  Assuming  Bank  is  authorized  to 
consummate  the  purchase  and  assumption  transac¬ 
tion  immediately. 

At  the  close  of  business  on  July  16,  1985,  FNB  had 
total  assets  of  approximately  $20  million.  The  bank 
was  declared  insolvent  by  the  Wyoming  State  Banking 
Commissioner  on  July  23,  1 985,  and  was  placed  in  the 
hands  of  the  FDIC  as  receiver.  The  Comptroller  has 
now  been  asked  to  grant  his  written  approval  of  the 
proposed  agreement  negotiated  between  the  FDIC 
and  Assuming  Bank  by  which  the  latter  would  pur¬ 
chase  certain  assets  and  assume  certain  liabilities  of 
FNB. 

Under  the  Bank  Merger  Act,  12  U.S.C.  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these 
anticompetitive  effects  to  be  clearly  outweighed  in  the 
public  interest  by  the  probable  effect  of  the  transaction 
in  meeting  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.  Additionally,  the  Comptroller  is 
directed  to  consider  the  financial  and  managerial 
resources  and  future  prospects  of  the  existing  and 
proposed  institutions,  and  the  convenience  and  needs 
of  the  community  to  be  served  When  necessary, 


however,  to  prevent  the  evils  attendant  upon  the 
failure  of  a  bank,  the  Comptroller  can  dispense  with 
the  standards  applicable  to  usual  acquisition  transac¬ 
tion  and  need  not  consider  reports  on  the  competitive 
effects  of  the  transaction  ordinarily  solicited  from  the 
Department  of  Justice  and  other  banking  agencies 
He  is  authorized  in  such  circumstances  to  act  imme¬ 
diately  in  his  sole  discretion  to  approve  such  a  trans¬ 
action  and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all 
pertinent  provisions  of  the  National  Bank  Act  and  will 
prevent  a  disruption  of  banking  services  to  the 
Glenrock  community.  Assuming  Bank  has  sufficient 
financial  resources,  and  this  acquisition  will  enable  it 
to  enhance  the  banking  services  offered  in  the 
Glenrock  community. 

The  Comptroller  finds  that  the  anticompetitive  effects 
of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  For  these 
reasons,  the  Assuming  Bank's  application  to  assume 
certain  liabilities  and  purchase  certain  assets  of  FNB, 
as  set  forth  in  the  agreement,  is  approved.  The  Comp¬ 
troller  further  finds  that  the  failure  of  FNB  requires  him 
to  act  immediately,  as  contemplated  by  the  Bank 
Merger  Act,  to  prevent  disruption  of  banking  services 
to  the  community;  and  the  Comptroller  thus  waives 
publication  of  notice,  dispenses  with  solicitation  of 
competitive  reports  from  other  agencies,  and  autho¬ 
rizes  the  transaction  to  be  consummated  immediately 

July  25,  1985 

Due  to  the  emergency  nature  of  the  situation,  a  report 
was  not  requested  from  the  Attorney  General 
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THE  CITIZENS  STATE  BANK  OF  EL  DORADO, 

El  Dorado,  Kansas,  and  National  Bank  of  El  Dorado,  El  Dorado,  Kansas 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  Citizens  State  Bank  of  El  Dorado,  El  Dorado,  Kansas,  with .  $31,185,000 

was  purchased  July  25,  1985,  by  National  Bank  of  El  Dorado,  El  Dorado,  Kansas  (21003),  which  had .  N.A. 

After  the  purchase  was  effected  the  receiving  bank  had . 


COMPTROLLER'S  DECISION 

On  July  25,  1985,  application  was  made  to  the  Comp¬ 
troller  of  the  Currency  to  grant  prior  written  approval 
for  the  National  Bank  of  El  Dorado,  El  Dorado,  Kansas 
(Assuming  Bank),  to  purchase  certain  assets  and 
assume  certain  liabilities  of  Citizens  State  Bank  of  El 
Dorado,  El  Dorado,  Kansas  (Citizens).  The  application 
rests  upon  an  agreement,  incorporated  herein  by 
reference  the  same  as  if  fully  set  forth,  negotiated 
between  the  Assuming  Bank  and  the  Federal  Deposit 
Insurance  Corporation  (FDIC)  as  receiver  of  Citizens. 
For  reasons  set  forth  below,  the  application  is  hereby 
approved  and  the  Assuming  Bank  is  authorized  to 
consummate  the  purchase  and  assumption  transac¬ 
tion  immediately. 

At  the  close  of  business  on  July  25,  1985,  Citizens  had 
total  assets  of  approximately  $25  million.  The  bank 
was  declared  insolvent  by  the  Kansas  State  Banking 
Commissioner  on  July  25,  1 985,  and  was  placed  in  the 
hands  of  the  FDIC  as  receiver.  The  Comptroller  has 
now  been  asked  to  grant  his  written  approval  of  the 
proposed  agreement  negotiated  between  the  FDIC 
and  Assuming  Bank  by  which  the  latter  would  pur¬ 
chase  certain  assets  and  assume  certain  liabilities  of 
Citizens. 

Under  the  Bank  Merger  Act,  12  U.S.C.  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these 
anticompetitive  effects  to  be  clearly  outweighed  in  the 
public  interest  by  the  probable  effect  of  the  transaction 
in  meeting  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  Additionally,  the  Comptroller  is 
directed  to  consider  the  financial  and  managerial 
resources  and  future  prospects  of  the  existing  and 
proposed  institutions,  and  the  convenience  and  needs 
of  the  community  to  be  served.  When  necessary, 
however,  to  prevent  the  evils  attendant  upon  the 
failure  of  a  bank,  the  Comptroller  can  dispense  with 
the  standards  applicable  to  usual  acquisition  transac¬ 
tion  and  need  not  consider  reports  on  the  competitive 


effects  of  the  transaction  ordinarily  solicited  from  the 
Department  of  Justice  and  other  banking  agencies. 
He  is  authorized  in  such  circumstances  to  act  imme¬ 
diately  in  his  sole  discretion  to  approve  such  a  trans¬ 
action  and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all 
pertinent  provisions  of  the  National  Bank  Act  and  will 
prevent  a  disruption  of  banking  services  to  the  El 
Dorado  community.  Assuming  Bank  has  sufficient 
financial  resources,  and  this  acquisition  will  enable  it 
to  enhance  the  banking  services  offered  in  the  El 
Dorado  community. 

The  Comptroller  finds  that  the  anticompetitive  effects 
of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  For  these 
reasons,  the  Assuming  Bank’s  application  to  assume 
certain  liabilities  and  purchase  certain  assets  of  Citi¬ 
zens,  as  set  forth  in  the  agreement,  is  approved.  The 
Comptroller  further  finds  that  the  failure  of  Citizens 
requires  him  to  act  immediately,  as  contemplated  by 
the  Bank  Merger  Act,  to  prevent  disruption  of  banking 
services  to  the  community;  and  the  Comptroller  thus 
waives  publication  of  notice,  dispenses  with  solicita¬ 
tion  of  competitive  reports  from  other  agencies,  and 
authorizes  the  transaction  to  be  consummated  imme¬ 
diately. 

Assuming  bank  is  also  authorized  to  operate  Citizen’s 
branch,  located  at  555  North  Main  Street,  El  Dorado, 
Kansas  and  known  as  the  "North  Facility",  as  a 
branch. 

July  25,  1985 

Due  to  the  emergency  nature  of  the  situation,  a  report 
was  not  requested  from  the  Attorney  General 
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VALLEY  NATIONAL  BANK  OF  OREGON, 

Forest  Grove,  Oregon,  and  Business  Banking  Corporation,  Beaverton,  Oregon 


Names  of  banks  and  type  of  transaction  Total  assets 


Business  Banking  Corporation,  Beaverton,  Oregon,  with .  $14,364,000 

and  Valley  National  Bank  of  Oregon,  Forest  Grove,  Oregon  (8554),  which  had .  57,1 12,000 

merged  August  1,  1985,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had .  71,477,000 


COMPTROLLER’S  DECISION 

On  April  8,  1985,  application  was  made  to  the  Office  of 
the  Comptroller  of  the  Currency  for  authorization  to 
merge  Business  Banking  Corporation,  Beaverton,  Or¬ 
egon  (hereinafter,  BBC),  into  Valley  National  Bank  of 
Oregon,  Forest  Grove,  Oregon  (hereinafter,  VNB), 
under  the  charter  and  title  of  the  latter.  The  application 
is  based  upon  an  agreement  entered  into  by  the  two 
banks  on  January  17,  1985. 

VNB  operates  a  main  office  in  Forest  Grove  and  a 
branch  office  in  Cornelius.  As  of  December  31,  1984, 
VNB  had  approximately  $56  million  in  total  assets  and 
$48  million  in  total  deposits.  VNB  is  a  wholly  owned 
subsidiary  of  Valley  National  Corporation,  a  newly 
formed  one-bank  holding  company  headquartered  in 
Forest  Grove.  BBC,  an  independent,  newly  chartered 
bank,  operates  a  single  banking  office  in  Beaverton. 
As  of  December  31,  1984,  BBC  had  approximately 
$15  million  in  total  assets  and  $14  million  in  total 
deposits. 

Both  banks  operate  in  Washington  County,  Oregon. 
VNB’s  service  area  consists  of  the  western  half  of 
Washington  County  with  the  greatest  portion  of  its 
deposits  centered  around  Forest  Grove  and 
Cornelius.  BBC's  service  area  and  the  relevant  geo¬ 
graphic  market  for  the  proposal  consists  of  the  town  of 
Beaverton  and  the  immediately  surrounding  area. 
VNB  and  BBC  operate  in  separate,  distinct  and  non¬ 
contiguous  markets.  As  such,  any  existing  direct  com¬ 
petition  is  minimal,  and  any  overlap  of  competition 
between  the  proponents  is  insignificant.  Conse¬ 


quently,  consummation  of  the  proposal  will  not  be 
significantly  adverse  to  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“.  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  The  future  prospects  of  the  resulting  bank 
appear  favorable  as  does  its  ability  to  further  enhance 
its  competitiveness  in  the  market  and  serve  the  con¬ 
venience  and  needs  of  its  customers. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  banks’  records  of  helping  to  meet  the  credit  needs 
of  their  entire  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  will  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  the  proposal 
are  satisfactory.  Accordingly,  the  application  is  ap¬ 
proved. 

June  25,  1985 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 
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THE  CITIZENS  AND  SOUTHERN  NATIONAL  BANK, 

Savannah,  Georgia,  and  The  Rome  Bank  and  Trust  Company,  Rome,  Georgia 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  Rome  Bank  and  Trust  Company,  Rome,  Georgia,  with .  $  76,349,000 

and  The  Citizens  and  Southern  National  Bank,  Savannah,  Georgia  (13068),  which  had .  7,353,078,000 

merged  August  1,  1985,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had .  7,425,850,000 


COMPTROLLER'S  DECISION 

On  April  14,  1985,  an  application  was  filed  with  the 
Office  of  the  Comptroller  of  the  Currency  to  merge  The 
Rome  Bank  and  Trust  Company,  Rome,  Georgia 
(hereinafter,  RBT),  into  The  Citizens  and  Southern 
National  Bank,  Savannah,  Georgia  (hereinafter,  C&S). 
The  application  was  filed  pursuant  to  a  Plan  of  Merger 
finalized  between  RBT  and  C&S  on  March  19,  1985. 

As  of  December  31,  1984,  RBT,  an  independent 
bank,  held  total  deposits  of  $67  million  in  four  offices. 
As  of  the  same  date,  C&S  held  total  deposits  of  $5.3 
billion  in  177  offices.  C&S  is  a  subsidiary  of  Citizens 
and  Southern  Georgia  Corporation,  the  largest  bank 
holding  company  in  Georgia. 

The  relevant  geographic  market  for  this  proposal  is  the 
contiguous  area  encompassing  the  city  of  Rome  and 
the  towns  of  Linsdale  and  Silver  Creek  in  Floyd 
County.  RBT  acquires  80  percent  of  its  deposits  from 
within  this  market  and  all  of  its  offices  are  located 
within  the  market.  The  market  contains  four  commer¬ 
cial  banks,  of  which  RBT  ranks  3rd,  with  a  21  percent 
market  share. 

C&S  has  no  offices  in  the  relevant  market  and  derives 
only  nominal  deposits  from  the  market.  The  nearest 
office  of  C&S  is  located  approximately  17  miles  south, 
in  Polk  County  Georgia  state  law  prohibits  C&S  from 
entering  Floyd  County  via  establishment  of  a  de  novo 
branch.  This  proposal  represents  a  market  expansion 
effort  by  C&S.  Consummation  of  the  proposal  will 
merely  replace  one  competitor  in  the  market  with 
another,  significantly  larger  institution,  while  permitting 


C&S  to  enter  a  market  in  which  it  currently  does  not 
compete. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  The  future  prospects  of  the  resulting  bank 
appear  favorable,  as  does  its  ability  to  further  enhance 
its  competitiveness  in  the  market  and  serve  the  con¬ 
venience  and  needs  of  its  customers. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does 
not  significantly  lessen  competition  in  the  relevant 
market.  Other  factors  considered  in  evaluating  this 
proposal  are  satisfactory.  Accordingly,  the  application 
is  approved. 

June  27,  1985 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


THE  FIRST  NATIONAL  BANK  OF  ATLANTA, 

Atlanta,  Georgia,  and  First  National  Bank  of  Gwinett  County,  Lawrenceville,  Georgia 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  First  National  Bank  of  Atlanta,  Atlanta,  Georgia  (1559),  with .  $6,426,324,000 

and  First  National  Bank  of  Gwinett  County,  Lawrenceville,  Georgia  (11936),  which  had .  146,425,000 

merged  August  1  1985,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had .  6,560,533,000 
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RIVERSIDE  NATIONAL  BANK  OF  HOUSTON, 

Houston,  Texas,  and  Peoples  Bank,  National  Association,  Houston,  Texas 


Names  of  banks  and  type  of  transaction 


Total  assets 


Riverside  National  Bank  of  Houston,  Houston,  Texas  (15145),  with .  $18,365,000 

was  purchased  August  1,  1985,  by  Peoples  Bank,  National  Association,  Houston,  Texas  (21008),  which  had  N  A 

After  the  purchase  was  effected  the  receiving  bank  had . 


COMPTROLLER'S  DECISION 

On  August  1,  1985  application  was  made  to  the 
Comptroller  of  the  Currency  to  grant  prior  written 
approval  for  Peoples  Bank,  National  Association, 
Houston,  Texas  (Assuming  Bank),  to  purchase  certain 
assets  and  assume  certain  liabilities  of  Riverside  Na¬ 
tional  Bank  of  Houston,  Houston,  Texas  (Riverside). 
The  application  rests  upon  an  agreement,  incorpo¬ 
rated  herein  by  reference  the  same  as  if  fully  set  forth, 
negotiated  between  the  Assuming  Bank  and  the  Fed¬ 
eral  Deposit  Insurance  Corporation  (FDIC)  as  receiver 
of  Riverside.  For  reasons  set  forth  below,  the  applica¬ 
tion  is  hereby  approved  and  the  Assuming  Bank  is 
authorized  to  consummate  the  purchase  and  assump¬ 
tion  transaction  immediately. 

The  bank  was  declared  insolvent  by  Comptroller  of  the 
Currency  on  August  1,  1985,  and  was  placed  in  the 
hands  of  the  FDIC  as  receiver.  The  Comptroller  has 
now  been  asked  to  grant  his  written  approval  of  the 
proposed  agreement  negotiated  between  the  FDIC 
and  Assuming  Bank  by  which  the  latter  would  pur¬ 
chase  certain  assets  and  assume  certain  liabilities  of 
Riverside. 

Under  the  Bank  Merger  Act,  12  U.S.C.  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these 
anticompetitive  effects  to  be  clearly  outweighed  in  the 
public  interest  by  the  probable  effect  of  the  transaction 
in  meeting  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.  Additionally,  the  Comptroller  is 
directed  to  consider  the  financial  and  managerial 
resources  and  future  prospects  of  the  existing  and 
proposed  institutions,  and  the  convenience  and  needs 
of  the  community  to  be  served.  When  necessary, 
however,  to  prevent  the  evils  attendant  upon  the 
failure  of  a  bank,  the  Comptroller  can  dispense  with 


the  standards  applicable  to  usual  acquisition  transac¬ 
tions  and  need  not  consider  reports  on  the  competitive 
effects  of  the  transaction  ordinarily  solicited  from  the 
Department  of  Justice  and  other  banking  agencies 
He  is  authorized  in  such  circumstances  to  act  imme¬ 
diately  in  his  sole  discretion  to  approve  such  a  trans¬ 
action  and  to  authorize  its  immediate  consummation 

The  proposed  acquisition  will  be  in  accord  with  all 
pertinent  provisions  of  the  National  Bank  Act  and  will 
prevent  a  disruption  of  banking  services  to  the  Hous¬ 
ton  area.  Assuming  Bank  has  sufficient  financial  re¬ 
sources,  and  this  acquisition  will  enable  it  to  enhance 
the  banking  services  offered  in  this  portion  of  the 
Houston  area. 

The  Comptroller  finds  that  the  anticompetitive  effects 
of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served  For  these 
reasons,  the  Assuming  Bank’s  application  to  assume 
certain  liabilities  and  purchase  certain  assets  of  Riv¬ 
erside  as  set  forth  in  the  agreement,  is  approved  The 
Comptroller  further  finds  that  the  failure  of  Riverside 
requires  him  to  act  immediately,  as  contemplated  by 
the  Bank  Merger  Act,  to  prevent  disruption  of  banking 
services  to  the  community;  and  the  Comptroller  thus 
waives  publication  of  notice,  dispenses  with  solicita¬ 
tion  of  competitive  reports  from  other  agencies,  and 
authorizes  the  transaction  to  be  consummated  imme¬ 
diately. 

August  1 ,  1985 

Due  to  the  emergency  nature  of  the  situation,  a  report 
was  not  requested  from  the  Attorney  General 
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SEATTLE-FIRST  NATIONAL  BANK, 

Seattle,  Washington,  and  Western  National  Bank,  Seattle,  Washington 


Names  of  banks  and  type  of  transaction 


Total  assets 


Seattle-First  National  Bank,  Seattle,  Washington  (11280),  with .  $9,031,588,000 

Western  National  Bank,  Mill  Creek,  Washington  (17467),  which  had .  7,550,000 

merged  August  1,  1985,  under  charter  and  title  ot  the  former.  The  merged  bank  at  date  of  merger  had .  9,034,916,000 


COMMERCIAL  NATIONAL  BANK  OF  PEORIA, 

Peoria,  Illinois,  and  Pioneer  Bank  of  Peoria,  Peoria,  Illinois 


Names  of  banks  and  type  of  transaction 


Total  assets 


Commercial  National  Bank  of  Peoria,  Peoria,  Illinois  (3296),  with .  $459,359,180 

and  Pioneer  Bank  of  Peoria,  Peoria,  Illinois,  which  had .  17,025,335 

merged  August  5,  1985,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  474,917,253 


PEOPLES  NATIONAL  BANK  OF  NORTH  JERSEY, 

Denville  Township,  New  Jersey,  and  Three  Branches  of  First  Jersey  National  Bank,  Jersey  City,  New  Jersey 


Names  of  banks  and  type  of  transaction  Total  assets 


Three  Branches  of  First  Jersey  National  Bank,  Jersey  City,  New  Jersey  (374),  with .  $  71,274,000 

were  purchased  August  5,  1985,  by  Peoples  National  Bank  of  North  Jersey,  Denville  Township,  New  Jersey  (15646), 

which  had .  134,207,000 

After  the  purchase  was  effected  the  receiving  bank  had .  134,207,000 


BARNETT  BANK  OF  TAMPA,  NATIONAL  ASSOCIATION, 
Tampa,  Florida,  and  First  Ruskin  Bank,  Ruskin,  Florida 


Names  of  banks  and  type  of  transaction 


Total  assets 


First  Ruskin  Bank,  Ruskin,  Florida,  with .  $  70,838,000 

and  Barnett  Bank  of  Tampa,  National  Association,  Tampa,  Florida  (16437),  which  had .  679,504,000 

consolidated  August  12,  1985,  under  the  charter  and  title  of  the  latter.  The  consolidated  bank  at  date  of  consolidation 

had .  750,342,000 


COMPTROLLER’S  DECISION 

On  April  15,  1985,  an  application  was  received  by  the 
Office  of  the  Comptroller  of  the  Currency  to  merge  First 
Ruskin  Bank,  Ruskin,  Florida  (hereinafter,  First),  into 
Barnett  Bank  of  Tampa,  National  Association,  Tampa, 
Florida  (hereinafter,  Barnett-Tampa).  The  application 
was  filed  pursuant  to  an  Agreement  of  Merger  finalized 
between  First  and  Barnett-Tampa  on  January  22,  1985. 

As  of  December  31,1 984,  First,  an  independent  bank, 
held  total  deposits  of  $64  million  in  two  offices  On  the 
same  date  Barnett-Tampa  held  total  deposits  of  $618 
million  in  21  offices  Barnett-Tampa  is  a  subsidiary  of 


Barnett  Banks  of  Florida  Inc.,  a  statewide,  multi-bank 
holding  company. 

The  relevant  geographic  market  for  this  proposal  is  the 
southwestern  portion  of  Hillsborough  County,  in  which 
both  offices  of  First  are  located.  Four  commercial 
banks  and  three  savings  and  loan  associations  com¬ 
pete  in  the  market.  In  this  market,  First  ranks  third, 
following  two  thrift  competitors,  with  a  19  percent 
market  share  of  deposits.  Barnett-Tampa  ranks  6th, 
with  the  nominal  market  presence  of  its  Sun  City 
Center  branch  office. 
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Barnett-Tampa  competes  primarily  in  the  northern  part 
of  Hillsborough  County  (which  includes  the  city  of 
Tampa),  a  highly  unconcentrated  market  in  which  it 
ranks  4th  of  34  commercial  banks  and  thrifts.  Given 
the  number  of  remaining  market  participants  and  the 
competitive  impact  produced  by  the  proximity  of  nu¬ 
merous  additional  banking  alternatives  in  Tampa,  con¬ 
summation  of  the  proposed  merger  would  not  have  a 
significantly  anti-competitive  effect  in  the  relevant  mar¬ 
ket. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
",  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.’’  The  future  prospects  of  the  resulting  bank 
appear  favorable,  as  does  its  ability  to  further  enhance 
its  competitiveness  in  the  market  and  serve  the  con¬ 
venience  and  needs  of  its  customers. 

A  review  of  the  record  of  this  application  and  other 


information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does 
not  significantly  lessen  competition  in  the  relevant 
market.  Other  factors  considered  in  evaluating  this 
proposal  are  satisfactory.  Accordingly,  the  application 
is  approved  as  conditioned  in  the  transmittal  letter 

June  25,  1985 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


LANDMARK  UNION  TRUST  BANK  OF  ST.  PETERSBURG,  NATIONAL  ASSOCIATION, 

St.  Petersburg,  Florida,  and  Palm  State  Bank,  Pinellas  County,  Florida,  and  Gulf  Coast  Bank  of  Pinellas, 
Madeira  Beach,  Florida 


Names  of  banks  and  type  of  transaction 


Total  assets 


Landmark  Union  Trust  Bank  of  St.  Petersburg,  National  Association  St.  Petersburg,  Florida,  (15507),  with .  $530,048,000 

and  Palm  State  Bank,  Pinellas  County,  Florida,  which  had .  32,831 ,000 

and  Gulf  Coast  Bank  of  Pinellas,  Madeira  Beach,  Florida,  which  had .  86,439,000 

merged  August  16,  1985,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  530,048,000 


MERCHANTS  BANK  NATIONAL  ASSOCIATION, 

Allentown,  Pennsylvania,  and  Easton  National  Bank  &  Trust  Company,  Easton,  Pennsylvania 


Names  of  banks  and  type  of  transaction 


Total  assets 


Merchants  Bank  National  Association,  Allentown,  Pennsylvania  (6645),  with .  $  928.869,000 

and  Easton  National  Bank  &  Trust  Company,  Easton,  Pennsylvania  (1233),  which  had .  288.866,000 

merged  August  17,  1985,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  1,217,735.000 
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THE  FIRST  HUNTINGTON  NATIONAL  BANK, 

Huntington,  West  Virginia,  and  Huntington  Trust  &  Savings  Bank,  Huntington,  West  Virginia 


Names  of  banks  and  type  of  transaction  Total  assets 


Huntington  Trust  &  Savings  Bank,  Huntington,  West  Virginia,  with .  $  88,832,000 

and  The  First  Huntington  National  Bank,  Huntington,  West  Virginia  (3106),  which  had .  332,618,000 

merged  August  24,  1985,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had .  421,450,000 


COMPTROLLER'S  DECISION 

On  May  9,  1985,  application  was  made  to  the  Office  of 
the  Comptroller  of  the  Currency  for  prior  authorization 
to  merge  Huntington  Trust  and  Savings  Bank, 
Huntington,  West  Virginia  (hereinafter,  Trust),  into  The 
First  Huntington  National  Bank,  Huntington,  West  Vir¬ 
ginia  (hereinafter,  First).  The  application  is  based 
upon  a  written  agreement  executed  by  a  majority  of 
each  bank's  directors  on  February  5,  1985. 

As  of  December  31,  1984,  First,  a  wholly  owned 
subsidiary  of  Key  Bancshares  of  West  Virginia,  Inc., 
Huntington,  West  Virginia,  held  total  deposits  of  $267 
million  Key  Bancshares  owns  one  additional  subsid¬ 
iary  bank,  The  National  Bank  of  Logan,  Logan,  West 
Virginia,  a  $129  million  institution  which  operates  out¬ 
side  of  the  geographic  area  relevant  to  this  applica¬ 
tion.  As  of  the  same  date,  Trust,  an  independent  bank, 
held  total  deposits  of  $73  million. 

The  relevant  geographic  market  for  the  proposed 
merger  is  comprised  of  Cabell  and  Wayne  counties, 
West  Virginia,  including  the  city  of  Huntington.  In  this 
market,  the  main  office  of  First  is  located  and  Trust 
operates  both  of  its  offices.  Trust  and  First  each 
acquire  over  80  percent  of  their  deposits  from  within 
the  market.  First  has  one  other  office  in  Point  Pleasant, 
Mason  County.  The  Point  Pleasant  office  is  located 
approximately  35  miles  north  of  the  proposed  market. 

The  market  contains  16  commercial  banks.  First  is  the 
largest  commercial  bank  in  the  market,  with  a  19 
percent  market  share  of  bank  deposits,  while  Trust 
ranks  seventh,  with  a  7  percent  market  share.  As  a 
result  of  the  proposed  merger,  First  will  continue  to  be 
the  largest  bank,  with  26  percent  of  commercial  bank 
deposits. 

The  market  also  contains  six  thrifts,  one  of  which  is  the 
market's  second  largest  depository  institution.  In  ad¬ 
dition,  there  is  significant  competition  provided  by 


banks  and  thrifts  located  in  Ohio  and  Kentucky  coun¬ 
ties  adjacent  to,  and  easily  accessible  from,  Hunting- 
ton. 

Due  to  the  number,  size,  and  relative  market  shares  of 
the  financial  institutions  in  the  area,  consummation  of 
the  proposal  will  not  have  a  significantly  adverse 
impact  on  competition  within  the  relevant  geographic 
market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“.  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  The  future  prospects  of  the  resulting  bank 
appear  favorable,  as  does  its  ability  to  further  enhance 
its  competitiveness  in  the  market  and  serve  the  con¬ 
venience  and  needs  of  its  customers. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  banks’  records  of  helping  to  meet  the  credit  needs 
of  their  communities,  including  low  and  moderate 
income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does 
not  significantly  lessen  competition  in  the  relevant 
market.  Other  factors  considered  in  evaluating  this 
proposal  are  satisfactory.  Accordingly,  the  application 
is  approved. 

July  23,  1985 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition 


AMSOUTH  BANK,  NATIONAL  ASSOCIATION, 

Birmingham,  Alabama,  and  The  First  National  Bank  of  Mobile,  Mobile,  Alabama,  and  First  National  Bank  of 
Alabama-Huntsville,  Huntsville,  Alabama,  and  City  National  Bank  of  Dothan,  Dothan,  Alabama,  and  First 
National  Bank  of  Eufaula,  Eufaula,  Alabama 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  First  National  Bank  of  Mobile,  Mobile,  Alabama  (1595),  with .  $  651,024,000 

First  National  Bank  of  Alabama-Huntsville,  Huntsville,  Alabama  (8765),  with .  177,562,000 

City  National  Bank  of  Dothan,  Dothan,  Alabama  (14664),  with .  38,271,000 

First  National  Bank  of  Eufaula,  Eufaula,  Alabama  (14614),  with .  33,814,000 

and  AmSouth  Bank,  National  Association,  Birmingham,  Alabama  (3185),  which  had .  4,083,069,000 

merged  August  30,  1985,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had .  4,983,740,000 


COMPTROLLER’S  DECISION 

On  October  16,  1984,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  for  prior 
authorization  to  merge  The  First  National  Bank  of 
Mobile,  Mobile,  Alabama  (hereinafter,  FNB-Mobile), 
First  National  Bank  of  Alabama-Huntsville,  Huntsville, 
Alabama  (hereinafter,  FNB-Huntsville),  The  First  Na¬ 
tional  Bank  of  Russellville,  Russellville,  Alabama  (here¬ 
inafter,  FNB-Russellville),  MetroBank,  Birmingham,  Al¬ 
abama  (hereinafter,  CNB),  and  The  First  National  Bank 
of  Eufaula,  Eufaula,  Alabama  (hereinafter  FNB-Eu- 
faula),  into  AmSouth  Bank,  National  Association,  Bir¬ 
mingham,  Alabama  (hereinafter,  AmSouth).  The  appli¬ 
cation  was  made  pursuant  to  an  Agreement  to  Merge, 
dated  July  2,  1984,  between  the  proponent,  FirstGulf 
Bancorp  (hereinafter,  FirstGulf),  parent  company  of 
FNB-Mobile,  FNB-Huntsville,  FNB-Russellville,  Metro, 
CNB  and  FNB-Eufaula,  and  AmSouth  Bancorporation 
(hereinafter,  Bancorp),  parent  of  AmSouth. 

As  of  June  30,  1984,  AmSouth  had  total  deposits  of 
$2.96  billion  held  in  117  offices  throughout  Alabama. 
AmSouth  is  a  wholly  owned  subsidiary  of  Bancorp, 
which  is  the  largest  commercial  banking  organization 
in  Alabama.  Bancorp's  only  other  banking  subsidiary 
is  a  $15  million  national  bank  whose  sole  office  is 
located  in  Birmingham,  Alabama. 

As  of  the  same  date,  the  subsidiary  banks  of  FirstGulf 
had  total  deposits  as  follows:  FNB-Mobile,  $540  mil¬ 
lion;  FNB-Huntsville,  $145  million;  FNB-Russellville, 
$83  million;  Metro,  $84  million,  CNB,  $32  million;  and, 
FNB-Eufaula,  $31  million.  FirstGulf  ranks  fifth  among 
commercial  banking  entities  in  Alabama. 

Many  Alabama  thrift  institutions  have  established 
themselves  as  full  competitors  of  commercial  banks 
due  to  their  growing  involvement  in  commercial  and 
consumer  lending,  as  demonstrated  by  increased 
loan  portfolio  volume,  targeted  advertisements,  and 
the  recent  hiring  of  experienced  commercial  lending 
personnel.  For  this  reason  the  competitive  analysis 


which  follows  includes  thrift  institutions  as  competitors 
in  determining  market  share. 

Applicants  compete  directly  in  five  geographic  mar¬ 
kets,  each  of  which  is  addressed  separately  in  this 
decision. 

AmSouth  and  FNB-Mobile  compete  in  a  market  com¬ 
prised  of  Mobile  County  and  the  adjacent  west-central 
portion  of  Baldwin  County,  an  area  which  constitutes 
suburban  Mobile.  AmSouth  operates  21  offices  in  the 
Mobile  market,  holding  $269.6  million  in  deposits, 
while  all  of  FNB-Mobile’s  offices  are  located  in  the 
Mobile  market.  Within  this  market  there  are  eleven 
commercial  banks  and  six  savings  and  loan  associa¬ 
tions,  of  which  FNB-Mobile  and  AmSouth  rank  second 
and  fourth,  respectively,  with  21  percent  and  12 
percent  of  the  market.  Market  participants  include 
offices  of  the  five  largest  commercial  banking  organi¬ 
zations  in  Alabama,  and  three  of  the  state's  four 
largest  savings  and  loan  associations. 

Following  consummation  of  the  proposed  merger,  the 
resulting  bank  would  rank  first  with  33  percent  of 
market  deposits.  However,  the  proponents  propose  to 
divest  themselves  of  17  banking  offices  holding 
$192.2  million  in  total  deposits  and  have  identified  as 
purchasers  two  existing  banks  and  four  new  entrants 
to  the  market.  Following  the  sale  of  these  offices,  the 
resulting  bank  will  continue  to  rank  first,  holding  25 
percent  of  market  deposits.  The  number  of  competi¬ 
tors  in  the  market  will  increase  from  1 7  to  20  In  light  of 
this  increase,  consummation  of  the  proposed  merger 
will  not  have  a  significantly  adverse  effect  on  compe¬ 
tition  in  the  Mobile  market. 

AmSouth  and  FNB-Huntsville  compete  in  both  Madi¬ 
son  and  Marshall  counties.  Madison  County  is  a 
market  centered  around  the  city  of  Huntsville  and  its 
aerospace  industry.  In  Madison  County,  FNB-Hunts¬ 
ville  ranks  fourth,  with  a  10  percent  market  share  of 
deposits,  while  AmSouth  ranks  sixth,  with  8  percent  At 
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the  time  of  consummation  of  this  proposal,  applicants 
propose  to  divest  themselves  of  three  banking  offices, 
holding  $18  1  million  in  total  deposits,  to  a  bank  which 
is  not  a  current  market  participant. 

The  Madison  market  contains  12  commercial  and  thrift 
competitors,  the  two  largest  of  whom  control  42  per¬ 
cent  of  deposits.  While  consummation  of  this  proposal 
will  eliminate  one  existing  competitor  in  the  market,  the 
resulting  entity,  with  a  16  percent  market  share,  and  a 
more  extensive  branching  system,  should  be  able  to 
provide  more  effective  competition  for  the  current 
market  leaders.  In  addition,  a  new  entrant  will  be 
introduced  into  the  market.  Consequently,  consumma¬ 
tion  of  this  proposal  should  have  no  anti-competitive 
effect  on  the  Madison  market,  and  may  have  in  fact 
have  a  pro-competitive  effect. 

Marshall  County,  which  is  primarily  rural,  has  no 
significant  population  centers.  Banks  and  savings  and 
loan  associations  operating  in  Marshall  County  gener¬ 
ally  have  only  one  office  within  the  County  and  no  one 
town  is  a  major  bank  center.  FNB-Huntsville  and 
AmSouth  rank  second  and  sixth,  respectively,  among 
thirteen  commercial  bank  and  thrift  competitors.  Fol¬ 
lowing  consummation  of  the  proposed  merger,  the 
resulting  bank  would  rank  first,  with  a  market  share  of 
19  percent.  Given  the  number  of  remaining  market 
participants,  consummation  of  the  proposed  merger 
would  not  have  a  significant  effect  on  competition  in 
the  Marshall  market. 

CNB  operates  3  offices  in  the  city  of  Dothan,  which  is 
located  in  the  northwest  corner  of  Houston  County. 
The  relevant  market  in  which  CNB  competes  with 
AmSouth  includes  Houston  County  and  those  sections 
of  adjacent  Henry,  Dale  and  Geneva  counties  within  a 
15-mile  radius  of  Dothan.  This  area  is  primarily  agri¬ 
cultural,  and  Dothan  is  the  only  urban  center  serving 
this  market. 

There  are  13  commercial  bank  and  thrift  competitors 
in  the  Dothan  market,  of  which  CNB  and  AmSouth  rank 
fourth  and  sixth,  respectively.  Following  consumma¬ 
tion  of  this  proposal,  the  resulting  bank  would  continue 
to  rank  fourth,  with  a  market  share  of  10  percent. 

While  concentration  will  continue  to  be  high,  the 
resulting  entity  may  be  able  to  provide  more  effective 
competition  against  the  three  considerably  larger  mar¬ 
ket  leaders  As  a  result,  consummation  of  this  pro¬ 
posal  would  not  have  a  significant  anti-competitive 
effect  on  the  market 

AmSouth  and  Metro  compete  directly  in  the  Birming¬ 
ham  market,  which  is  comprised  of  Jefferson  County 
and  those  adjacent  portions  of  Shelby,  St  Clair  and 


Walker  counties  which  serve  as  bedroom  communities 
for  Birmingham.  AmSouth  is  the  largest  participant  in 
the  market  with  a  30  percent  market  share,  while  Metro 
ranks  twelfth  among  the  remaining  24  competitors, 
with  1  percent  of  market  deposits.  The  applicants 
have  investigated  the  possibility  of  divesting  them¬ 
selves  of  Metro,  but  no  concrete  proposal  was  in¬ 
cluded  as  part  of  this  application.  Given  the  number  of 
remaining  competitors  in  the  market,  and  Metro's 
small  market  share,  consummation  of  the  proposal  in 
the  Birmingham  market  would  not  have  a  significantly 
adverse  impact  on  competition. 

FNB-Russellville  and  FNB-Eufaula  are  located  in  mar¬ 
kets  in  which  AmSouth  does  not  currently  compete.  In 
these  two  markets  the  proposed  merger  represents 
market  extension,  simply  replacing  one  competitor  in 
the  market  with  another. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  We  find  the  financial  and  managerial 
resources  of  AmSouth  and  the  subsidiary  banks  of 
FirstGulf  to  be  satisfactory.  The  future  prospects  of  the 
proponents,  individually  and  combined,  are  consid¬ 
ered  favorable,  although  the  larger  resulting  bank  is 
expected  to  provide  a  wider  range  of  banking  serv¬ 
ices. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does 
not  significantly  lessen  competition  in  the  relevant 
markets.  Other  factors  considered  in  evaluating  this 
proposal  are  satisfactory.  Accordingly,  the  application 
is  approved,  conditioned  on  the  final  divestiture  of  the 
branch  offices  of  AmSouth,  FNB-Mobile  and  FNB- 
Huntsville  as  presented  in  the  application,  prior  to 
consummation. 

March  28,  1985 

SUMMARY  OF  REPORTS  BY  ATTORNEY 
GENERAL 

It  is  our  understanding  that  AmSouth1  and  FirstGulf 


'The  analysis  set  forth  in  this  letter  is  based  solely  on  the  specific 


78 


have  entered  into  agreements  in  principle  and  plan  to 
divest  eighteen  offices  in  the  Mobile  area  and  three 
offices  in  the  Huntsville  area,  as  specified  by 
AmSouth’s  secretary  and  general  counsel  in  a  letter 
dated  December  11,  1984  to  your  office,  a  copy  of 
which  is  attached.  It  is  also  our  understanding  that 
AmSouth  has  reached  an  agreement  in  principle  to 
divest  Metrobank,  Birmingham,  to  National  Bank  of 
Commerce,  Birmingham.  Such  divestitures  are,  of 
course,  subject  to  the  execution  of  definitive  agree¬ 
ments  and  the  necessary  regulatory  approvals. 

On  the  basis  of  our  current  information,  and,  provided 
that  prior  to  or  concurrently  with  consummation  of  the 
AmSouth/FirstGulf  mergers,  these  divestitures  are 
made  to  the  proposed  purchasers  or  other  competi¬ 
tively  suitable  purchasers,  we  conclude  that  the  pro¬ 
posed  transactions  will  not  have  a  significantly  ad¬ 
verse  effect  on  competition. 

January  22,  1985 

This  is  in  further  response  to  your  letter  of  October  16, 
1984,  requesting  a  report  on  the  competitive  factors 


facts  contained  in  this  application  and  such  other  facts  as  are 
presently  available  The  letter  is  not  intended,  and  should  not  be 
relied  upon,  as  a  precedent  or  policy  of  the  Division. This  matter  was 
resolved  through  a  divestiture  proposal  by  the  applicant  without  the 
need  for  further  inquiry  by  the  Department.  Given  the  disposition  of 
this  matter,  there  is  no  need  to  reach  the  question  of  whether,  in  the 
absence  of  these  divestitures,  the  proposed  transactions  would 
have  a  significantly  adverse  effect  on  competition  in  any  market 


involved  in  the  proposed  mergers  of  certain  subsid¬ 
iaries  of  FirstGulf  Bancorp  into  AmSouth  Bank,  N  A  By 
letter  of  January  22,  1985,  we  advised  you  that,  if 
certain  divestitures  accompanied  the  mergers,  we 
would  not  regard  the  proposed  transactions  as  signif¬ 
icantly  adverse  to  competition.  Recently,  your  office 
has  requested  our  advice  concerning  a  modification 
of  your  order  of  March  28,  1985,  which  AmSouth  has 
requested  in  order  to  accommodate  unanticipated 
problems  in  carrying  out  a  few  of  the  divestitures. 

Specifically,  the  modifications  would  be: 

1 .  AmSouth  would  be  permitted  to  acquire  the  Oak 
Plaza  Office  of  First  National  Bank  of  Mobile,  rather 
than  divesting  it  as  originally  planned;  and 

2.  Divestitures  of  four  Baldwin  County  offices  to  the 
Jernagan  group,  and  of  the  Grand  Bay  office  to  the 
Luce  group  could  be  made  after  the  AmSouth- 
FirstGulf  merger  (rather  than  simultaneously  there¬ 
with),  but  only  if  the  purchasers  have  secured  all 
necessary  regulatory  approvals  by  the  date  of  the 
AmSouth-FirstGulf  merger  and  are  constrained 
from  consummating  the  agreed-upon  purchases 
solely  by  the  statutory  waiting  period  prescribed  by 
12  U.S.C.  §  1849. 

On  the  basis  of  our  current  information,  we  conclude 
that  if  your  order  of  March  28,  1985  is  modified  to  the 
extent  described  herein,  the  transaction  would  not 
have  a  significantly  adverse  effect  on  competition. 

June  18,  1985 


MERCANTILE  BANK  OF  NORTHWEST  COUNTY  NATIONAL  ASSOCIATION, 

St.  Louis  County,  Missouri,  and  One  Branch  of  Lewis  and  Clark  Mercantile  Bank,  St.  Louis  County,  Missouri 


Names  of  banks  and  type  of  transaction 


Total  assets 


One  Branch  of  Lewis  and  Clark  Mercantile  Bank,  St.  Louis  County,  Missouri,  with .  $73,939,000* 

was  purchased  August  30,  1985,  by  Mercantile  Bank  of  Northwest  County  National  Association,  St.  Louis  County, 

Missouri  (18359),  which  had .  20,865,000 

After  the  purchase  was  effected,  the  receiving  bank  had .  N.A. 


'Asset  figure  is  for  the  whole  bank 


FIRST  COMMUNITY  NATIONAL  BANK, 

Rockford,  Illinois,  and  The  Guaranty  National  Bank  of  Rockford,  Rockford,  Illinois 


Names  of  banks  and  type  of  transaction 


Total  assets 


First  Community  National  Bank,  Rockford,  Illinois  (15545),  with .  $52,998,000 

and  The  Guaranty  National  Bank  of  Rockford,  Rockford,  Illinois  (16684),  which  had .  22.1 10.000 

merged  August  31,  1985,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  75.108.000 
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FIRST  NATIONAL  BANK  OF  OHIO, 

Akron,  Ohio,  and  Eighteen  Branches  of  Central  National  Bank  of  Cleveland,  Cleveland,  Ohio 


Names  of  banks  and  type  of  transaction  Total  assets 


Eighteen  Branches  of  Central  National  Bank  of  Cleveland,  Cleveland,  Ohio  (4318),  with .  $  27,158,000 

were  purchased  August  31,  1985,  by  First  National  Bank  of  Ohio  (formerly  First  National  Bank  of  Akron),  Akron,  Ohio 

(14579),  which  had .  1,363,058,000 

After  the  purchase  was  effected  the  receiving  bank  had .  1 ,684,523,000 


COMPTROLLER’S  DECISION 

On  April  24,  1985,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency,  pursuant  to  the 
Bank  Merger  Act,  12  U.S.C.  1828(c),  for  prior  autho¬ 
rization  for  First  National  Bank  of  Ohio,  Akron,  Ohio 
(hereinafter,  FNB),  to  purchase  the  assets  and  as¬ 
sume  the  liabilities  of  18  branches  of  Central  National 
Bank  of  Cleveland,  Cleveland,  Ohio  (hereinafter,  Cen¬ 
tral).  The  application  is  based  on  an  agreement  final¬ 
ized  between  FNB  and  Central  on  March  20,  1985. 

FNB  is  a  subsidiary  of  First  Bancorp  of  Ohio,  Inc., 
Akron,  Ohio,  the  state’s  11th  largest  banking  organi¬ 
zation.  FNB  had  total  assets  of  $1.2  billion  and  total 
deposits  of  $1 .0  billion  as  of  December  31,1 984. 

Central  is  a  subsidiary  of  Centran  Corporation,  the 
state's  seventh  largest  banking  organization.  Central 
had  total  assets  of  $2.5  billion  and  total  deposits  of 
$1 .7  billion  as  of  December  31,  1984. 

The  18  branches  are  all  located  in  Cuyahoga  County, 
the  central  county  of  the  Cleveland  metropolitan  area. 
The  relevant  geographic  market  consists  of  the  area  in 
and  around  Cuyahoga  County  including  suburban 
communities  in  Geauga,  Lake  and  Lorain  counties 
and  portions  of  Summit  County.  Five  of  the  offices  are 
in  Cleveland  and  the  remainder  in  surrounding  sub¬ 
urbs.  FNB  operates  one  office  in  Cuyahoga  County 
located  in  Bedford,  approximately  6  miles  from  Cen¬ 
tral’s  Solon  office.  FNB  actually  operates  eight  offices 
in  the  entire  market,  seven  in  Summit  County  and  the 
one  previously  mentioned  in  Bedford. 

First  Bancorp  has  three  subsidiaries,  including  FNB, 
which  operate  31  banking  offices  in  the  market,  and  is 
the  seventh  largest  commercial  bank  competitor  in  the 
market  with  4  5  percent  of  the  market’s  deposits. 
Central  is  the  third  largest  banking  competitor  in  the 
market  with  12  5  percent  of  its  deposits.  Central's 
share  would  decrease  to  98  percent  and  First 
Bancorp  s  share  would  increase  to  7  0  percent.  Cen¬ 
tra1  would  become  the  fourth  largest  bank  in  the 


market  and  First  Bancorp  would  become  the  sixth 
largest.  The  degree  of  concentration  in  the  market 
would  be  reduced,  the  number  of  banking  organiza¬ 
tions  would  remain  the  same,  and  the  market  would 
remain  moderately  concentrated.  Consummation  of 
the  proposal  would  not  have  a  significant  adverse 
effect  on  competition  in  the  Cleveland  area. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
".  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  The  financial  and  managerial  resources  of 
both  banks  are  satisfactory  and  future  prospects  of 
the  combined  entity  are  good.  The  transaction  is  part 
of  a  divestiture  of  assets  being  undertaken  by  Centran 
Corporation  in  connection  with  its  proposed  merger 
with  Society  Corporation.  The  proposal  will  enable 
FNB  to  compete  more  effectively  in  the  Cleveland 
banking  market. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does 
not  significantly  lessen  competition  in  the  relevant 
market.  Other  factors  considered  in  evaluating  this 
proposal  are  satisfactory.  Accordingly,  the  application 
is  approved. 

July  18,  1985 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition 


NATIONAL  BANK  OF  COMMERCE  OF  BIRMINGHAM, 

Birmingham,  Alabama,  and  Metrobank,  National  Association,  Birmingham,  Alabama 


Names  of  banks  and  type  of  transaction 


Total  assets 


National  Bank  of  Commerce  of  Birmingham,  Birmingham,  Alabama  (15303),  with .  $137,001,000 

and  Metrobank,  National  Association,  Birmingham,  Alabama  (18629),  which  had .  97,593.000 

merged  August  31,  1985,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  .  234,594,000 


FIRST  NATIONAL  BANK  OF  FLORIDA, 

Tampa,  Florida,  and  Citizens  First  National  Bank  of  Citrus  County,  Inverness,  Florida,  and  Citizens  Bank  and 
Trust  Company,  Quincy,  Florida,  and  Lee  County  Bank,  Fort  Myers,  Florida,  and  The  Lewis  State  Bank, 
Tallahassee,  Florida,  and  First  National  Bank  of  Lakeland,  Lakeland,  Florida  and  Citizens  First  National  Bank  of 
Crystal  River,  Crystal  River,  Florida,  and  Lake  County  Bank,  Leesburg,  Florida,  and  The  First  National  Bank  of 
Kissimmee,  Kissimmee,  Florida,  and  Citizens  First  National  Bank  of  Hernando  County,  Spring  Hill,  Florida,  and 
The  First  National  Bank  in  Punta  Gorda,  Punta  Gorda,  Florida,  and  The  First  American  Bank  of  Pensacola, 
Pensacola,  Florida,  and  The  First  National  Bank  of  Winter  Haven,  Winter  Haven,  Florida 


Names  of  banks  and  type  of  transaction 


Total  assets 


First  National  Bank  of  Florida,  Tampa,  Florida  (3497),  with .  $2,656,600,000 

and  Citizens  First  National  Bank  of  Citrus  County,  Inverness,  Florida  (15778),  which  had .  79,755,000 

and  Citizens  Bank  and  Trust  Company,  Quincy,  Florida,  which  had .  31,684,000 

and  Lee  County  Bank,  Fort  Myers,  Florida,  which  had .  264,366,000 

and  The  Lewis  State  Bank,  Tallahassee,  Florida,  which  had .  101,747.000 

and  First  National  Bank  of  Lakeland,  Lakeland,  Florida  (15066),  which  had .  102,858,000 

and  Citizens  First  National  Bank  of  Crystal  River,  Crystal  River,  Florida  (16456),  which  had .  74,855,000 

and  Lake  County  Bank,  Leesburg,  Florida,  which  had .  30,678,000 

and  The  First  National  Bank  of  Kissimmee,  Kissimmee,  Florida  (12871),  which  had .  100,332,000 

and  Citizens  First  National  Bank  of  Hernando  County,  Spring  Hill,  Florida  (18020),  which  had .  8,303,000 

and  The  First  National  Bank  in  Punta  Gorda,  Punta  Gorda,  Florida  (14917),  which  had .  135,489,000 

and  The  First  American  Bank  of  Pensacola,  Pensacola,  Florida,  which  had .  134,039,000 

and  The  First  National  Bank  of  Winter  Haven,  Winter  Haven  (16261),  which  had .  43,828,000 

merged  September  1,  1985,  under  charter  and  title  of  First  National  Bank  of  Florida,  Tampa,  Florida.  The  merged  bank 

at  date  of  merger  had .  2,656,600,000 


CITIBANK  (NEW  YORK  STATE),  NATIONAL  ASSOCIATION, 

Buffalo,  New  York,  and  One  Branch  of  Rochester  Community  Savings  Bank,  Rochester,  New  York 


Names  of  banks  and  type  of  transaction  Total  assets 


One  Branch  of  Rochester  Community  Savings  Bank,  Rochester,  New  York  with .  $  87,059,000 

was  purchased  September  2,  1985,  by  Citibank  (New  York  State),  National  Association,  Buffalo,  New  York  (10258), 

which  had .  .  .  3.905,037,000 

After  the  purchase  was  effected  the  receiving  bank  had .  3,992,096,000 


COMPTROLLER’S  DECISION 


On  April  24,  1985,  an  application  was  filed  with  the 
Office  of  the  Comptroller  of  the  Currency  by  Citibank 
(New  York  State),  National  Association,  Buffalo,  New 
York  (hereinafter,  Citibank-NYS),  to  purchase  certain 
assets  and  assume  certain  liabilities  of  the  Dewey- 
Ridge  branch  of  The  Rochester  Community  Savings 
Bank,  Rochester,  New  York  (hereinafter,  RCSB).  The 
application  is  based  upon  a  written  agreement  exe¬ 
cuted  by  the  banks  on  February  15,  1985. 


Citibank-NYS  is  a  wholly  owned  subsidiary  of  Citicorp, 
New  York,  New  York  (Citicorp),  and  as  of  December 
31,  1984,  held  total  deposits  of  $2.2  billion  As  of  the 
same  date,  the  Dewey-Ridge  branch  of  RCSB  had 
total  deposits  of  $86  4  million. 

The  relevant  geographic  market  for  this  proposal 
includes  the  city  of  Rochester,  New  York  and  the 
northern  part  of  Monroe  County,  the  area  where  the 
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Dewey-Ridge  branch  operates  and  derives  the  bulk  of 
its  deposits  Within  the  relevant  market,  Citibank  oper¬ 
ates  12  offices  and  ranks  1 1th  with  a  1 .9  percent  market 
share  RCSB  operates  25  offices  and  ranks  first  with  a 
27  4  percent  market  share;  this  includes  the  Dewey- 
Ridge  branch  with  a  1 .0  percent  market  share.  Consum¬ 
mation  of  the  proposal  would  increase  Citibank’s  market 
share  to  only  2.9  percent,  with  market  rankings  unaf¬ 
fected  Accordingly,  consummation  of  the  proposal 
would  have  no  significant  adverse  effect  upon  competi¬ 
tion  in  the  relevant  geographic  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  communities  to 
be  served".  Citibank-NYS  has  the  managerial  and 
financial  resources  to  absorb  the  subject  branch  with¬ 
out  adversely  affecting  its  overall  condition.  The  future 
prospects  of  the  bank  are  favorable,  as  are  the  effects 
of  the  proposal  on  the  convenience  and  needs  of  the 
general  public  to  be  served. 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does 
not  significantly  lessen  competition  in  the  relevant 
market.  Other  factors  considered  in  evaluating  this 
proposal  are  satisfactory.  Accordingly,  the  application 
is  approved. 

June  27,  1985 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


THE  COLORADO  SPRINGS  NATIONAL  BANK, 

Colorado  Springs,  Colorado,  and  United  Bank  of  Colorado  Springs,  Colorado  Springs,  Colorado 

Names  of  banks  and  type  of  transaction 

Total  assets 

The  Colorado  Springs  National  Bank,  Colorado  Springs  (8572),  with 
and  United  Bank  of  Colorado  Springs,  Colorado  Springs,  which  had. 

merged  September  3,  1985,  under  charter  of  the  former  and  title  of  “United  Bank  of  Colorado  Springs,  National 
Association.”  The  merged  bank  at  date  of  merger  had  .  .  . 

$214,137,000 

83,986,000 

298,123,000 

THE  FIRST  JERSEY  NATIONAL  BANK/CENTRAL, 

Perth  Amboy,  New  Jersey,  and  One  Branch  of  The  National  State  Bank,  Elizabeth,  New  Jersey 


Names  of  banks  and  type  of  transaction  Total  assets 


One  Branch  of  The  National  State  Bank,  Elizabeth,  New  Jersey  (1436),  with  . .  $  3,800,000 

was  purchased  September  3,  1985,  by  The  First  Jersey  National  Bank/Central,  Perth  Amboy,  New  Jersey  (12524), 

which  had . ’  171,523,000 

After  the  purchase  was  effected  the  receiving  bank  had .  175,323,000 


COMPTROLLER’S  DECISION 

On  April  24,  1985,  an  application  was  filed  with  the 
Office  of  the  Comptroller  of  the  Currency  by  The  First 
Jersey  National  Bank/Central,  Perth  Amboy,  New  Jer¬ 
sey  (hereinafter,  First  Jersey),  to  purchase  the  assets 
and  assume  the  liabilities  of  the  Quakerbridge  branch 
of  rh e  National  State  Bank,  Elizabeth,  New  Jersey 
(hereinafter,  National  State)  The  application  is  based 


upon  a  written  agreement  executed  by  the  banks  on 
February  22,  1985. 

First  Jersey  is  a  subsidiary  of  First  Jersey  National 
Corporation,  Jersey  City,  New  Jersey  and  as  of  De¬ 
cember  31 ,  1984  held  total  deposits  of  $140.4  million 
On  the  same  date,  the  Quakerbridge  branch  to  be 


acquired  held  total  deposits  of  $3.8  million. 

The  relevant  geographic  market  consists  of  Lawrence 
Township,  where  the  branch  to  be  acquired  is  located, 
and  the  immediately  surrounding  area.  First  Jersey  does 
not  operate  any  banking  offices  in  the  relevant  market. 
National  State  will  continue  to  operate  a  branch  in  the 
relevant  market.  Therefore,  consummation  of  this  pro¬ 
posal  will  not  have  any  significant  anticompetitive  ef¬ 
fects. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  communities  to 
be  served."  First  Jersey  has  the  managerial  and 
financial  resources  to  absorb  the  subject  branch  with¬ 
out  adversely  affecting  its  overall  condition.  The  future 
prospects  of  the  bank  are  favorable,  as  are  the  effects 
of  the  proposal  on  the  convenience  and  needs  of  the 
general  public  to  be  served. 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved 

July  18,  1985 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


FIRST  FARMERS  AND  MERCHANTS  NATIONAL  BANK  OF  COLUMBIA, 
Columbia,  Tennessee,  and  The  Bank  of  Loretto,  Loretto,  Tennessee 


Names  of  banks  and  type  of  transaction  Total  assets 


The  Bank  of  Loretto,  Loretto,  Tennessee,  with .  $  25,637,000 

was  purchased  September  5,  1985,  by  First  Farmers  and  Merchants  National  Bank  of  Columbia,  Columbia,  Tennessee 

(14710),  which  had .  154,519,000 

After  the  purchase  was  effected  the  receiving  bank  had .  N.A 


COMPTROLLER’S  DECISION 

On  September  5,  1985,  application  was  made  to  the 
Comptroller  of  the  Currency  to  grant  prior  written 
approval  for  First  Farmers  and  Merchants  National 
Bank  of  Columbia,  Columbia,  Tennessee  (Assuming 
Bank),  to  purchase  certain  assets  and  assume  certain 
liabilities  of  Bank  of  Loretto,  Loretto,  Tennessee.  The 
application  rests  upon  an  agreement,  incorporated 
herein  by  reference  the  same  as  if  fully  set  forth, 
negotiated  between  the  Assuming  Bank  and  the  Fed¬ 
eral  Deposit  Insurance  Corporation  (FDIC)  as  receiver 
of  Bank  of  Loretto.  For  reasons  set  forth  below,  the 
application  is  hereby  approved  and  the  Assuming 
Bank  is  authorized  to  consummate  the  purchase  and 
assumption  transaction  immediately. 

At  the  close  of  business  on  September  4,  1985,  Bank 
of  Loretto  had  total  assets  of  approximately  $25  mil¬ 
lion.  The  bank  was  declared  insolvent  by  the  Tennes¬ 
see  State  Banking  Commissioner  on  September  4, 
1985  and  was  placed  in  the  hands  of  the  FDIC  as 
receiver.  The  Comptroller  has  now  been  asked  to 


grant  his  written  approval  of  the  proposed  agreement 
negotiated  between  the  FDIC  and  Assuming  Bank  by 
which  the  latter  would  purchase  certain  assets  and 
assume  certain  liabilities  of  Bank  of  Loretto. 

Under  the  Bank  Merger  Act,  12  U.S.C.  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these 
anticompetitive  effects  to  be  clearly  outweighed  in  the 
public  interest  by  the  probable  effect  of  the  transaction 
in  meeting  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served.  Additionally,  the  Comptroller  is 
directed  to  consider  the  financial  and  managerial 
resources  and  future  prospects  of  the  existing  and 
proposed  institutions,  and  the  convenience  and  needs 
of  the  community  to  be  served.  When  necessary, 
however,  to  prevent  the  evils  attendant  upon  the 
failure  of  a  bank,  the  Comptroller  can  dispense  with 
the  standards  applicable  to  usual  acquisition  transac¬ 
tions  and  need  not  consider  reports  on  the  competitive 
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effects  of  the  transaction  ordinarily  solicited  from  the 
Department  of  Justice  and  other  banking  agencies. 
He  is  authorized  in  such  circumstances  to  act  imme¬ 
diately  in  his  sole  discretion  to  approve  such  a  trans¬ 
action  and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all 
pertinent  provisions  of  the  National  Bank  Act  and  will 
prevent  a  disruption  of  banking  services  to  the  Loretto 
community.  Assuming  Bank  has  sufficient  financial 
resources,  and  this  acquisition  will  enable  it  to  en¬ 
hance  the  banking  services  offered  in  the  Loretto 
community. 

The  Comptroller  finds  that  the  anticompetitive  effects 
of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  For  these 


reasons,  the  Assuming  Bank’s  application  to  assume 
certain  liabilities  and  purchase  certain  assets  of  Bank 
of  Loretto,  as  set  forth  in  the  agreement,  is  approved 
The  Comptroller  further  finds  that  the  failure  of  Bank  of 
Loretto  requires  him  to  act  immediately,  as  contem¬ 
plated  by  the  Bank  Merger  Act,  to  prevent  disruption 
of  banking  services  to  the  community;  and  the  Comp¬ 
troller  thus  waives  publication  of  notice,  dispenses 
with  solicitation  of  competitive  reports  from  other 
agencies,  and  authorizes  the  transaction  to  be  con¬ 
summated  immediately. 

Assuming  bank  is  also  authorized  to  operate  Bank  of 
Loretto's  three  banking  offices  as  branches. 

September  5,  1985 

Due  to  the  emergency  nature  of  the  situation,  a  report 
was  not  requested  from  the  Attorney  General. 


VINEYARD  NATIONAL  BANK, 

Rancho  Cucamonga,  California,  and  One  Branch  of  Wells  Fargo  Bank,  National  Association,  San  Francisco, 
California 


Names  of  banks  and  type  of  transaction  Total  assets 


One  Branch  of  Wells  Fargo  Bank,  National  Association,  San  Francisco,  California  (15660),  with .  $15,116,000 

was  purchased  September  6,  1985,  by  Vineyard  National  Bank,  Rancho  Cucamonga,  California  (17089),  which  had  .  .  .  29,806,000 

After  the  purchase  was  effected  the  receiving  bank  had .  44i922!oOO 


COMPTROLLER’S  DECISION 

On  January  18,  1985,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  by  Vineyard 
National  Bank,  Rancho  Cucamonga,  California  (here¬ 
inafter,  VNB),  to  purchase  the  assets  and  assume  the 
liabilities  of  the  Crestline  Branch  of  Wells  Fargo  Bank, 
National  Association,  San  Francisco,  California  (here¬ 
inafter,  WFB).  The  application  rests  upon  an  agree¬ 
ment  entered  into  by  the  two  banks  on  December  28, 
1984 

VNB  opened  in  September  1981  and  operates  a 
single  banking  office  in  Rancho  Cucamonga.  As  of 
September  30,  1984,  VNB  had  approximately  $30 
million  m  total  assets  and  $27  million  in  total  deposits. 
WFB,  headquartered  in  San  Francisco,  operates  a 
branch  banking  system  throughout  California.  As  of 
the  same  date,  WFB  had  approximately  $23  billion  in 
total  assets  and  $20  billion  in  total  deposits. 

The  single  banking  office  of  VNB  is  located  in  Rancho 
0  jcamonga  The  Crestline  Office  of  WFB  is  located  in 
Crestline  a  resort  and  residential  community  located 


approximately  22  miles  from  Rancho  Cucamonga.  The 
markets  served  by  VNB  and  the  Crestline  Branch  of 
WFB  are  separate  and  distinct.  Accordingly,  the  pro¬ 
posed  transaction  does  not  raise  any  competitive 
issues,  and  consummation  of  the  transaction  will  not 
be  significantly  adverse  to  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.’’  The  future  prospects  of  the  resulting  bank 
appear  favorable  as  does  its  ability  to  further  enhance 
its  competitiveness  in  the  market  and  serve  the  con¬ 
venience  and  needs  of  its  customers. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  banks’  records  of  helping  to  meet  the  credit  needs 
of  their  entire  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 
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We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  will  not 
lessen  competition  in  the  relevant  market.  Other  fac¬ 
tors  considered  in  evaluating  the  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved  sub¬ 
ject  to  the  conditions  noted  in  a  separate  communica¬ 
tion  to  VNB. 


July  12,  1985 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


UNITED  STATES  NATIONAL  BANK  IN  JOHNSTOWN, 

Johnstown,  Pennsylvania,  and  One  Branch  of  Equibank,  Latrobe,  Pennsylvania 


Names  of  banks  and  type  of  transaction  Total  assets 


One  Branch  of  Equibank,  Latrobe,  Pennsylvania,  with .  $  20,515,000 

was  purchased  September  9,  1985,  by  United  States  National  Bank  in  Johnstown,  Johnstown,  Pennsylvania  (13781), 

which  had .  531 ,603,000 

After  the  purchase  was  effected  the  receiving  bank  had .  552,1 18,000 


COMPTROLLER’S  DECISION 

On  May  24,  1985  an  application  was  filed  with  the 
Office  of  the  Comptroller  of  the  Currency  by  United 
States  National  Bank  in  Johnstown,  Johnstown,  Penn¬ 
sylvania  (hereinafter,  USNB),  to  purchase  certain  of 
the  assets  and  assume  certain  of  the  liabilities  of  the 
Derry  office  of  Equibank,  Latrobe,  Pennsylvania  (here¬ 
inafter,  Equibank).  The  application  is  based  upon  a 
written  agreement  executed  by  the  banks  on  April  15, 
1985. 

USNB  is  a  wholly  owned  subsidiary  of  USBANCORP, 
Inc.,  Johnstown,  Pennsylvania  and  as  of  March  31, 
1985,  held  total  deposits  of  $469  million.  On  the  same 
date,  the  Derry  office  of  Equibank  held  total  deposits 
of  $20.5  million. 

The  relevant  geographic  market  for  this  proposal  is 
central  Westmoreland  County,  the  area  where  the 
Derry  office  operates  and  derives  the  bulk  of  its 
deposits.  Within  the  relevant  market,  USNB  operates 
one  branch,  with  only  a  .8  percent  market  share. 
Equibank  operates  four  offices  and  ranks  fourth  with  a 
market  share  of  8.4  percent,  including  the  Derry  office 
with  a  2.3  percent  market  share.  Consummation  of  this 
proposal  would  increase  USNB’s  market  share  to  3.1 
percent,  with  market  rankings  unaffected.  Accord¬ 
ingly,  consummation  of  the  proposal  would  have  no 
significant  adverse  effect  upon  competition  in  the 
relevant  geographic  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 


.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  communities  to 
be  served.”  USNB  has  the  managerial  and  financial 
resources  to  absorb  the  subject  branch  without  ad¬ 
versely  affecting  its  overall  condition.  The  future  pros¬ 
pects  of  the  bank  are  favorable,  as  are  the  effects  of 
the  proposal  on  the  convenience  and  needs  of  the 
general  public  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does 
not  significantly  lessen  competition  in  the  relevant 
market  Other  factors  considered  in  evaluating  this 
proposal  are  satisfactory.  Accordingly,  the  application 
is  approved. 

July  18,  1985 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition 
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MONCOR  BANK,  NATIONAL  ASSOCIATION, 

Roswell,  New  Mexico,  and  First  National  Bank  of  Chaves  County,  Roswell,  New  Mexico 


Names  of  banks  and  type  of  transaction  Total  assets 


Moncor  Bank,  National  Association,  Roswell,  New  Nexico  (17472),  with .  $33,293,000 

was  purchased  September  12,  1985,  by  First  National  Bank  of  Chaves  County,  Roswell,  New  Mexico  (21013),  which 

had .  N.A. 

After  the  purchase  was  effected  the  receiving  bank  had . 


COMPTROLLER'S  DECISION 

On  September  12,  1985,  application  was  made  to  the 
Comptroller  of  the  Currency  to  grant  prior  written  ap¬ 
proval  for  First  National  Bank  of  Chaves  County,  Roswell, 
New  Mexico  (hereinafter,  Assuming  Bank),  to  purchase 
certain  assets  and  assume  certain  liabilities  of  Moncor 
Bank,  National  Association,  Roswell,  New  Mexico.  The 
application  rests  upon  an  agreement,  incorporated 
herein  by  reference  the  Same  as  is  if  fully  set  forth, 
negotiated  between  the  Assuming  Bank  and  the  Federal 
Deposit  Insurance  Corporation  (FDIC)  as  receiver  of 
Moncor.  For  reasons  set  forth  below,  the  application  is 
hereby  approved  and  the  Assuming  Bank  is  authorized 
to  consummate  the  purchase  and  assumption  transac¬ 
tion  immediately. 

On  September  1 2, 1 985,  due  to  the  financial  condition  of 
Moncor,  the  New  Mexico  Director  of  Financial  Institutions 
closed  Moncor  and  appointed  the  FDIC  as  receiver  on 
the  same  date.  The  Comptroller  has  now  been  asked  to 
grant  his  written  approval  of  the  proposed  agreement 
negotiated  between  the  FDIC  and  Assuming  Bank  by 
which  the  latter  would  purchase  certain  assets  and 
assume  certain  liabilities,  including  all  deposit  liabilities 
of  Moncor. 

Under  the  Bank  Merger  Act,  12  U.S.C.  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these  anticom¬ 
petitive  effects  to  be  clearly  outweighed  in  the  public 
interest  by  the  probable  effect  of  the  transaction  in 
meeting  the  convenience  and  needs  of  the  community 
to  be  served.  Additionally,  the  Comptroller  is  directed  to 
consider  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions,  and  the  convenience  and  needs  of  the  community 
to  be  served  When  necessary,  however,  to  prevent  the 
evils  attendant  upon  a  failure  of  a  bank,  the  Comptroller 
can  dispense  with  the  standards  applicable  to  usual 
acquisition  transactions  and  need  not  consider  reports 
on  the  competitive  effects  from  the  consequences  of  the 
transaction  ordinarily  solicited  from  the  Department  of 
Justice  and  other  banking  agencies  He  is  authorized  in 
such  circumstances  to  act  immediately  in  his  sole  dis¬ 
cretion  to  approve  such  a  transaction  and  to  authorize  its 
immediate  consummation 


The  proposed  acquisition  will  be  in  accord  with  all 
pertinent  provisions  of  the  National  Bank  and  will  prevent 
a  disruption  of  banking  services  to  the  community. 
Assuming  Bank  has  sufficient  financial  resources,  and 
this  acquisition  will  enable  it  to  enhance  the  banking 
services  offered  in  the  Roswell  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the 
proposed  transaction  in  meeting  the  convenience  and 
needs  of  the  community  to  be  served.  For  these  reasons, 
the  Assuming  Bank’s  application  to  assume  certain 
liabilities  and  purchase  certain  assets  of  Moncor,  as  set 
forth  in  the  agreement,  is  approved.  The  Comptroller 
further  finds  that  the  failure  of  Moncor  requires  him  to  act 
immediately,  as  contemplated  by  the  Bank  Merger  Act, 
to  prevent  disruption  of  banking  services  to  the  commu¬ 
nity;  and  the  Comptroller  thus  waives  publication  of 
notice,  dispenses  with  solicitation  of  competitive  reports 
from  other  agencies,  and  authorizes  the  transaction  to 
be  consummated  immediately. 

By  accepting  approval  and  by  consummating  the 
purchase  and  assumption  transaction,  Assuming 
Bank  agrees  to  be  bound  by  the  following  conditions: 

1.  An  initial  minimum  ratio  of  primary  capital  to  total 
assets  of  no  less  than  five  and  one-half  percent  (5  1/2%). 
The  amount  of  intangible  assets  which  may  be  included 
in  capital  for  purposes  of  this  assessment  is  limited  to  not 
more  than  twenty-five  percent  (25%)  of  tangible  primary 
capital. 

2.  Maintain  a  ratio  of  primary  capital  to  total  assets  that 
complies  with  12  CFR  Part  3;  Minimum  Capital  Ratios. 

These  conditions  shall  be  deemed  to  be  “conditions 
imposed  in  writing  by  the  agency  in  connection  with 
the  granting  of  any  application  or  other  request"  within 
the  meaning  of  12  U.S.C.  §181 8(b)(  1 ). 

September  12,  1985 

Due  to  the  emergency  nature  of  the  situation,  a  report 
was  not  requested  from  the  Attorney  General. 
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CHANNEL  ISLANDS  NATIONAL  BANK, 

Oxnard,  California,  and  One  Branch  of  Union  Bank,  Los  Angeles,  California 


Names  of  banks  and  type  of  transaction 


Total  assets 


One  Branch  of  Union  Bank,  Los  Angeles,  California,  with .  $1 1,900,000 

was  purchased  September  14,  1985,  by  Channel  Islands  National  Bank,  Oxnard,  California  (20344),  which  had.  .  3,058,000 

After  the  purchase  was  effected  the  receiving  bank  had .  14,856,000 


COMPTROLLER’S  DECISION 

On  April  24,  1985,  application  was  filed  with  the  Office  of 
the  Comptroller  of  the  Currency  by  Channel  Islands 
National  Bank,  Oxnard,  California  (In  Organization),  to 
purchase  certain  of  the  assets  and  assume  certain  of  the 
liabilities  of  the  Oxnard  branch  of  Union  Bank,  Los 
Angeles,  California.  The  application  is  based  upon  a 
written  agreement  executed  by  the  banks  on  March  7, 
1985. 

Channel  Islands  National  Bank  was  given  preliminary 
approval  to  organize  January  16,  1985.  Its  main  office 
is  to  be  the  Oxnard  branch  to  be  acquired.  As  of 
application  date,  applicant  held  no  deposits.  As  of 
September  30,  1984,  the  Oxnard  branch  of  Union 
Bank  held  deposits  of  $10.7  million. 

The  relevant  geographic  market  consists  of  the  area 
surrounding  Oxnard,  where  the  branch  to  be  acquired  is 
located.  Channel  Islands  is  not  represented  in  the  rele¬ 
vant  market.  Since  Union  Bank  will  continue  to  operate  in 
the  relevant  market,  consummation  of  this  proposal 
should  not  have  any  significant  anticompetitive  effects. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  communities  to 


be  served."  Channel  Islands  has  the  managerial  and 
financial  resources  to  absorb  the  subject  branch  with¬ 
out  adversely  affecting  its  potential  for  success.  The 
future  prospects  of  the  bank  are  favorable,  as  are  the 
effects  of  the  proposal  on  the  convenience  and  needs 
of  the  general  public  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighboroods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does 
not  significantly  lessen  competition  in  the  relevant 
market.  Other  factors  considered  in  evaluating  this 
proposal  are  satisfactory.  Accordingly,  the  application 
is  approved. 

July  18,  1985 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


DOMINION  BANK  NATIONAL  ASSOCIATION, 

Roanoke,  Virginia,  and  Dominion  Bank  of  the  Cumberlands  National  Association,  Haysi,  Virginia 


Names  of  banks  and  type  of  transaction  Total  assets 


Dominion  Bank  National  Association,  Roanoke,  Virginia  (2737),  with .  $2,311,120,000 

and  Dominion  Bank  of  the  Cumberlands  National  Association,  Haysi,  Virginia  (18032),  which  had  248.959.000 

merged  September  14,  1985,  under  charter  and  title  of  the  former.  The  merger  bank  at  date  of  merger  had  2,549,154,000 


MARINE  FIRST  NATIONAL  BANK  OF  RACINE, 

Racine,  Wisconsin,  and  Independence  Bank  Kenosha  National  Association,  Kenosha,  Wisconsin 


Names  of  banks  and  type  of  transaction  Total  assets 


Marine  First  National  Bank  of  Racine,  Racine,  Wisconsin  (457),  with  .... 

and  Independence  Bank  Kenosha  National  Association,  Kenosha  (12541),  which  had. 

merged  September  14,  1985,  under  charter  of  the  former  and  title  of  Marine  Bank  South,  National  Association  The 
merged  bank  at  date  of  merger  had . 


$166,000,000 

103,000,000 

267,000.000 
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THE  NATIONAL  BANK  OF  SOUTH  CAROLINA, 

Sumter,  South  Carolina,  and  Bank  of  Summerton,  Summerton,  South  Carolina 


Names  of  banks  and  type  of  transaction  Total  assets 


Bank  of  Summerton,  Summerton,  South  Carolina,  with .  $  4,931,000 

was  purchased  September  16,  1985,  by  The  National  Bank  of  South  Carolina,  Sumter,  South  Carolina  (10660),  which 

had .  275,332,000 

After  the  purchase  was  effected  the  receiving  bank  had .  279,730,000 


COMPTROLLER'S  DECISION 

On  June  11,  1985,  an  application  was  filed  with  the 
Office  of  the  Comptroller  of  the  Currency  for  The 
National  Bank  of  South  Carolina,  Sumter,  South  Caro¬ 
lina  (hereinafter,  NBSC),  to  purchase  the  assets  and 
assume  the  liabilities  of  Bank  of  Summerton,  Sum¬ 
merton,  South  Carolina.  This  application  was  made 
pursuant  to  a  Purchase  Agreement  finalized  between 
NBSC  and  Summerton  on  April  29,  1985. 

As  of  December  31 ,  1 984,  NBSC  held  total  deposits  of 
$255  million  in  21  offices  throughout  the  eastern  half  of 
South  Carolina.  As  of  the  same  date,  Bank  of  Sum¬ 
merton  held  total  deposits  of  $4  million.  Bank  of 
Summerton  operates  one  office,  in  the  town  of  Sum¬ 
merton,  Clarendon  County  and  has  received  permis¬ 
sion  to  establish  a  branch  in  Santee. 

The  relevant  geographic  market  for  the  proposed 
purchase  and  assumption  is  the  town  of  Summerton 
and  immediate  environs,  bordered  on  the  south  by 
Lake  Marion.  Summerton  is  a  town  of  fewer  than  1 ,500 
people,  and  Bank  of  Summerton  is  the  only  financial 
institution  located  in  the  relevant  geographic  market, 
which  is  primarily  agricultural  in  nature. 

Competition  is  presented  by  the  offices  of  three  other 
banks  in  Clarendon  County,  including  NBSC,  located 
approximately  10  miles  northeast  in  Manning  (the 
county  seat)  and  by  the  offices  of  three  statewide 
banks  situated  20  miles  north  in  Sumter,  Sumter 
County  These  banks  are  capable  of  drawing  deposits 
from  the  Summerton  area,  while  Bank  of  Summerton, 
because  of  its  location  and  small  size,  is  unable  to  be 
an  effective  competitor  in  either  Manning  or  Sumter. 

Within  Clarendon  County,  NBSC  ranks  second  among 
commercial  banks  and  would  continue  to  rank  second 


following  the  proposed  purchase  and  assmption. 
Given  the  number  and  availability  of  remaining  bank¬ 
ing  alternatives  in  both  Clarendon  and  Sumter  Coun¬ 
ties,  the  proposed  purchase  and  assumption  would 
not  have  a  significantly  adverse  effect  on  competition 
in  the  relevant  geographic  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“.  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  The  future  prospects  of  the  resulting  bank 
appear  favorable,  as  does  its  ability  to  further  enhance 
its  competitiveness  in  the  market  and  serve  the  con¬ 
venience  and  needs  of  its  customers. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  banks'  records  of  helping  to  meet  the  credit  needs 
of  their  communities,  including  low  and  moderate 
income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does 
not  significantly  lessen  competition  in  the  relevant 
market.  Other  factors  considered  in  evaluating  this 
proposal  are  satisfactory.  Accordingly,  the  application 
is  approved. 

August  2,  1985 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 
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THE  FIRST  NATIONAL  BANK  OF  BOSTON, 

Boston,  Massachusetts,  and  Bank  of  Boston-Essex,  National  Association,  Haverhill,  Massachusetts 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  First  National  Bank  of  Boston,  Boston,  Massachusetts  (200),  with .  $17,967,909,000 

and  Bank  of  Boston-Essex,  National  Association,  Haverhill,  Massachusetts  (484),  which  had .  147,552,000 

merged  September  20,  1985,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  18,1 15,461,000 


INDEPENDENCE  BANK  ELKHORN  (N.A.)  ASSOCIATION, 

Elkhorn,  Wisconsin,  and  Burlington  Marine  Bank,  Burlington,  Wisconsin 


Names  of  banks  and  type  of  transaction  Total  assets 


Independence  Bank  Elkhorn  (N.A.)  Association,  Elkhorn  (873),  with .  $  65,000,000 

and  Burlington  Marine  Bank,  Burlington,  Wisconsin,  which  had .  35,200,000 

merged  September  28,  1985,  under  charter  of  the  former  and  title  of  "Marine  Bank  Southwest,  National  Association.” 

The  merged  bank  at  date  of  merger  had .  100,500,000 


RAINIER  NATIONAL  BANK, 

Seattle,  Washington,  and  Suburban  State  Bank,  Silverdale,  Washington 


Names  of  banks  and  type  of  transaction 


Total  assets 


Suburban  State  Bank,  Silverdale,  Washington,  with .  $  21 ,306,000 

and  Rainier  National  Bank,  Seattle,  Washington  (4375),  which  had .  6,762,132,000 

merged  September  28,  1985,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had .  6,783,438,000 


COMPTROLLER’S  DECISION 

On  June  28,  1985,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  for  prior  authoriza¬ 
tion  to  merge  Suburban  State  Bank,  Silverdale,  Wash¬ 
ington  (hereinafter,  Suburban),  into  Rainier  National 
Bank,  Seattle,  Washington  (hereinafter,  Rainier).  This 
application  is  based  on  an  agreement  finalized  be¬ 
tween  the  banks  on  May  16,  1985. 

Rainier  is  a  wholly  owned  subsidiary  of  Rainier 
Bancorporation  and  is  the  second  largest  commercial 
bank  in  the  state  of  Washington.  As  of  March  31, 
1985, Rainier  held  total  deposits  of  $5.4  billion  and  oper¬ 
ated  129  banking  offices  in  the  state.  As  of  the  same 
date,  Suburban  held  total  deposits  of  $20  million. 

The  relevant  geographic  market  for  this  proposal  is  the 
area  including  and  immediately  surrounding  Silver- 
dale  and  East  Bremerton,  where  Suburban  operates 
its  only  two  offices.  Ten  other  banks  and  thrift  institu¬ 
tions  operate  12  offices  in  the  market.  Suburban  holds 
approximately  12  percent  of  the  market  deposits. 
Rainier  operates  two  branches  in  adjacent  areas. 
Although  the  proposal  would  eliminate  competition 
between  the  two  banks,  any  adverse  effects  would  be 


mitigated  by  the  presence  of  numerous  competitive 
alternatives  in  the  area. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  communities  to 
be  served."  Rainier  has  the  managerial  and  financial 
resources  to  absorb  the  subject  bank  without  ad¬ 
versely  affecting  its  overall  condition.  The  future  pros¬ 
pects  of  the  bank  are  favorable,  as  are  the  effects  of 
the  proposal  on  the  convenience  and  needs  of  the 
general  public  to  be  served 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does 
not  significantly  lessen  competition  in  the  relevant 
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markets  Other  factors  considered  in  evaluating  this 
proposal  are  satisfactory  Accordingly,  the  application 
is  approved 

August  28,  1985 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


FIRST  FIDELITY  BANK,  NATIONAL  ASSOCIATION,  SOUTH  JERSEY, 

Burlington,  New  Jersey,  and  National  Bank  and  Trust  Company  of  Gloucester  County,  Woodbury,  New  Jersey 


Names  of  banks  and  type  of  transaction  Total  assets 


National  Bank  and  Trust  Company  of  Gloucester  County,  Woodbury,  New  Jersey  (1191),  with .  $  404,936,000 

and  First  Fidelity  Bank,  National  Association,  South  Jersey,  Burlington,  New  Jersey  (1222),  which  had .  1,214,479,000 

merged  September  28,  1985,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had .  1,619,415,000 


COMPTROLLER’S  DECISION 

On  April  15,  1985,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  for  prior  authoriza¬ 
tion  to  merge  National  Bank  and  Trust  Company  of 
Gloucester  County,  Woodbury,  New  Jersey  (hereinaf¬ 
ter,  NBTC),  into  First  Fidelity  Bank,  National  Associa¬ 
tion,  South  Jersey,  Burlington,  New  Jersey  (hereinaf¬ 
ter,  First  Fidelity).  This  application  is  based  on  an 
agreement  finalized  between  the  proponents  on  Jan¬ 
uary  8,  1985. 

First  Fidelity  is  one  of  five  banking  subsidiaries  of  First 
National  State  Bancorporation  (hereinafter,  FNSB),  the 
largest  banking  organization  in  New  Jersey.  As  of 
December  31,  1984,  FNSB  held  $8.7  billion  in  total 
deposits  distributed  among  288  offices  located 
throughout  the  state.  First  Fidelity  had  total  deposits  of 
$1  1  billion.  As  of  the  same  date,  NBTC,  the  sole 
subsidiary  of  Community  Bancshares  Corporation, 
operated  16  offices  and  held  $368  million  in  total 
deposits. 

The  relevant  geographic  market  for  this  proposal  is  the 
New  Jersey  portion  of  the  Philadelphia  SMSA,  which 
includes  the  counties  of  Burlington,  Camden  and 
Gloucester;  this  is  the  area  in  which  both  proponents 
compete  and  NBTC  derives  the  bulk  of  its  deposits.1 


The  Comptroller  has  traditionally  viewed  Burlington,  Camden,  and 
Gloucester  counties  as  an  integrated  market  when  merger  appli¬ 
cants  have  offices  in  any  of  these  counties  See,  e  g  ,  Decision  of  the 
Comptroller  of  the  Currency  on  the  Application  to  Merge  New  Jersey 
National  Bank  Trenton,  New  Jersey,  and  Citizens  United  Bank, 
National  Association  Vineland,  New  Jersey,  August  16,  1984, 
reprinted  m  Comptroller  of  the  Currency's  Quarterly  Journal,  Vol  4 
No  t  p  1 3 6  Decision  of  the  Comptroller  of  the  Currency  on  the 
Appi  ration  to  Merge  Guarantee  Bank.  Atlantic  City,  New  Jersey, 
arid  the  f  irst  Jersey  tJational  Bank/South,  Manahawkm,  New  Jersey. 
Decern  Per  ’  3  1983  (First  Jersey  National  Bank  Merger  Decision), 
reprinted  m  Comptroller  of  the  Currency's  Quarterly  Journal,  Vol  3, 
No  2  P  73 


Within  the  relevant  market,  there  are  26  commercial 
banks  and  41  thrift  institutions  holding  total  deposits  of 
$7  billion.  This  Office  has  previously  determined  that, 
in  the  state  of  New  Jersey,  thrift  institutions  are  sub¬ 
stantial  competitors  of  commercial  banks.2  FNSB  and 
NBTC  rank  third  and  seventh,  respectively,  among 
depository  institutions  in  the  market.  After  consumma¬ 
tion,  FNSB  would  become  the  second  largest  banking 
organization  in  the  market,  with  approximately  12 
percent  of  total  commercial  bank  and  savings  and 
loan  deposits.  Although  the  proposed  merger  would 
eliminate  some  direct  competition  and  increase  con¬ 
centration  to  some  extent,  it  would  not  have  a  signifi¬ 
cantly  adverse  effect  upon  competition  in  the  relevant 
geographic  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“.  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  existing  and  proposed  institutions  and 
the  convenience  and  needs  of  the  communities  to  be 
served."  First  Fidelity  has  the  managerial  and  financial 
resources  to  absorb  the  subject  bank  without  ad¬ 
versely  affecting  its  overall  condition.  The  future  pros¬ 
pects  of  the  bank  are  favorable,  as  are  the  effects  of 
the  proposal  on  the  convenience  and  needs  of  the 
general  public  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 


zln  The  First  Jersey  National  Bank  Merger  Decision,  the  Comptroller 
took  the  position  that,  in  the  State  of  New  Jersey,  savings  banks  and 
savings  and  loans  (collectively,  thrift  institutions),  have  developed 
into  substantial  competitors  of  commercial  banks  and  warrant 
inclusion  in  the  relevant  line  of  commerce 


needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 


August  29,  1985 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


THE  CONNECTICUT  BANK  AND  TRUST  COMPANY,  NATIONAL  ASSOCIATION, 

Hartford,  Connecticut,  and  Citizens  Bank  and  Trust  Company  of  Glastonbury,  Hartford,  Connecticut 


Names  of  banks  and  type  of  transaction  Total  assets 


Citizens  Bank  and  Trust  Company  of  Glastonbury,  Hartford,  Connecticut,  with .  $  96,629,000 

and  The  Connecticut  Bank  and  Trust  Company,  National  Association,  Hartford,  Connecticut  (4),  which  had .  6,468,888,000 

merged  September  30,  1985,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had .  6,565,517,000 


COMPTROLLER’S  DECISION 

On  May  9,  1985,  application  was  made  to  the  Office  of 
the  Comptroller  of  the  Currency  for  prior  authorization 
to  merge  Citizens  Bank  and  Trust  Company  of 
Glastonbury,  Glastonbury,  Connecticut  (hereinafter, 
Citizens),  into  the  Connecticut  Bank  and  Trust  Com¬ 
pany,  National  Association,  Hartford,  Connecticut 
(hereinafter,  CBT).  This  application  is  based  on  an 
agreement  finalized  between  Citizens  and  CBT  on 
February  21,  1985. 

As  of  March  31 ,  1985,  CBT,  a  wholly  owned  subsidiary 
of  CBT  Corporation,  held  total  deposits  of  $4.7  billion 
and  operated  150  offices  throughout  Connecticut.  As 
of  the  same  date,  Citizens  held  total  deposits  of  $88.1 
million  and  operated  six  offices  in  Glastonbury  and 
adjacent  towns. 

The  relevant  geographic  market  for  this  proposal  is  the 
townships  of  Glastonbury,  Marlborough,  Hebron,  and 
Columbia,  the  area  where  Citizens  operates  and  de¬ 
rives  the  bulk  of  its  deposits.  Eleven  banks  compete  in 
this  market,  with  Citizens  holding  19  percent  of  total 
market  deposits  and  CBT  only  2  percent.  CBT’s  only 
market  presence  is  in  the  township  of  Hebron.  The 
proposed  merger  will  merely  replace  on  competitor  in 
the  market  with  another  and  will  not  materially  affect 
competition  in  the  relevant  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  communities  to 


be  served."  CBT  has  the  managerial  and  financial 
resources  to  absorb  the  subject  bank  without  ad¬ 
versely  affecting  its  overall  condition,  provided  an 
anticipated  capital  injection  is  made.  The  future  pros¬ 
pects  of  the  bank  are  favorable,  as  are  the  effects  of 
the  proposal  on  the  convenience  and  needs  of  the 
general  public  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does 
not  significantly  lessen  competition  in  the  relevant 
market.  Other  factors  considered  in  evaluating  this 
proposal  are  satisfactory.  Accordingly,  the  application 
is  approved,  subject  to  the  condition  noted  in  a 
separate  communication  to  CBT. 

August  30,  1985 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition 
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THE  FIRST  NATIONAL  BANK  OF  FREEBURG, 

Freeburg,  Illinois,  and  the  First  National  Bank  of  Smithton,  Smithton,  Illinois 


Names  of  banks  and  type  of  transaction  Total  assets 

The  First  National  Bank  of  Freeburg,  Freeburg,  Illinois  (7941),  with .  $27,012,000 

and  The  First  National  Bank  of  Smithton,  Smithton,  Illinois  (13525),  which  had .  11,595,000 

merged  September  30,  1985,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  38,607,000 


★  ★  * 

UNITED  STATES  NATIONAL  BANK  OF  OREGON, 

Portland,  Oregon,  and  Bank  of  Lake  Oswego,  Lake  Oswego,  Oregon 

Names  of  banks  and  type  of  transaction  Total  assets 

United  States  National  Bank  of  Oregon,  Portland  (4514),  with .  $6,681,353,000 

and  Bank  of  Lake  Oswego,  Lake  Oswego,  Oregon,  which  had .  11 ,323,000 

merged  September  30,  1985,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  6,689,695,000 


Statistical  Tables 
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Assets,  liabilities  and  capital  accounts  of  national  banks,  June  30,  1984  and  June  30,  1985 
_ (Dollar  amounts  in  millions) 
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*  Excludes  five  national  noninsured  trust  companies  and  seven  national  banks  that  did  not  report 


Consolidated  foreign  and  domestic  assets,  liabilities  and  capital  accounts  of  national  banks,  by  states,  June  30,  1985 

(Dollar  amounts  in  millions)  _ _ 
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Consolidated  foreign  and  domestic  assets,  liabilities  and  capital  accounts  of  national  banks,  by  states,  June  30,  1985— continued 
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Consolidated  foreign  and  domestic  assets,  liabilities  and  capital  accounts  of  national  banks,  by  states, 

June  30,  1985 — continued 

(Dollar  amounts  in  millions) 


West  Virginia 

Wisconsin 

Wyoming 

District  of 
Columbia 
nonnational* 

Number  of  banks  . 

100 

118 

57 

1 

Assets 

Cash  and  balances  due  from  depository  institutions: 

Noninterest-bearing  balances  and  currency  and  com 

$  388 

$  1,142 

$  184 

$  4 

Interest-bearing  balances  ...  . 

117 

241 

47 

o 

Securities  . 

2,811 

2,866 

770 

41 

Federal  funds  sold  and  securities  purchased  under  agreements  to  resell 

365 

790 

193 

Loans  and  leases,  net  of  unearned  income 

3,779 

8,690 

1,499 

33 

Less  allowance  for  loan  and  lease  losses 

41 

98 

26 

1 

0 

Less  allocated  transfer  risk  reserve 

0 

1 

0 

Net  loans  and  leases . 

3.738 

8,592 

1,473 

32 

Premises  and  fixed  assets  . 

164 

288 

50 

1 

Other  real  estate  owned 

19 

31 

28 

Other  assets  . 

153 

409 

77 

2 

Total  assets  . 

7,756 

14,358 

2,823 

80 

Liabilities 

Noninterest-bearing  deposits  in  domestic  offices 

1,059 

2,543 

434 

21 

Interest-bearing  deposits  in  domestic  offices 

5,409 

8,675 

2,052 

52 

Total  domestic  deposits  ... 

6,467 

11,218 

2,486 

74 

Noninterest-bearing  deposits  in  foreign  offices 

0 

10 

0 

0 

Interest-bearing  deposits  in  foreign  offices 

0 

333 

0 

0 

Total  foreign  deposits  . 

0 

343 

0 

0 

Total  deposits  . 

6,467 

11,561 

2,486 

74 

Federal  funds  purchased  and  securities  sold  under  agreements  to  repurchase 

456 

1,256 

40 

1 

Interest-bearing  demand  notes  issued  to  U  S  Treasury 

24 

153 

3 

0 

Other  liabilities  for  borrowed  money  . 

11 
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Mortgage  indebtedness  and  liability  for  capitalized  leases 
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Subordinated  notes  and  debentures 
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All  other  liabilities  . 

93 

357 

32 

Total  liabilities . 
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Common  stock 
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— 

Surplus  . 
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Cumulative  foreign  currency  translation  adjustments 
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Total  equity  capital . 

693 

983 

242 
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Total  liabilities,  limited-life  preferred  stock,  and  equity  capital 
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14,358 

2,823 

80 

Number  of  banks  with  foreign  offices 

0 

2 

0 

0 

*  Nonnational  banks  in  the  District  of  Columbia  are  supervised  by  the  Comptroller  of  the  Currency  Nonnational  bank  data  are  not  included  in 
U  S  aggregates 

NOTES  Foreign  offices  are  defined  to  include  Edge  Act  and  Agreement  subsidiaries  in  the  U  S  ,  branches  located  in  Puerto  Rico,  the  Virgin 
Islands  and  U  S  Trust  Territories  and  branches  and  subsidiaries  located  in  foreign  countries 
Dashes  indicate  amounts  of  less  than  $500,000 

Data  are  from  the  consolidated  reports  of  condition  filed  quarterly  by  all  national  banks  Five  national  noninsured  trust  companies  and 
seven  national  banks  are  not  included  in  this  table 
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Income  and  expenses  of  foreign  and  domestic  offices  and  subsidiaries  of  national  banks,  by  states,  year-to-date,  June  30,  1985 

(Dollar  amounts  in  millions) 
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Income  and  expenses  of  foreign  and  domestic  offices  and  subsidiaries  of  national  banks,  by  states, 

year-to-date,  June  30,  1985 — continued 

(Dollar  amounts  in  millions) 
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Income  and  expenses  of  foreign  and  domestic  offices  and  subsidiaries  of  national  banks,  by  states, 

year-to-date,  June  30,  1985 — continued 
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Income  and  expenses  of  foreign  and  domestic  offices  and  subsidiaries  of  national  banks,  by  states 

year-to-date,  June  30,  1985— continued 

_ _ (Dollar  amounts  in  millions) _ 
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Income  and  expenses  of  foreign  and  domestic  offices  and  subsidiaries  of  national  banks,  by  states, 

year-to  date,  June  30,  1985 — continued 

(Dollar  amounts  in  millions) 


Number  of  banks 


West  Virginia 


Wisconsin 


Wyoming 


District  of 
Columbia 
nonnational * 


100 


118 


57 


1 


Interest  income 

Interest  and  fee  income  on  loans  . 

Income  from  lease  financing  receivables . 

Interest  income  on  balances  due  from  depository  institutions . 

Interest  and  dividend  income  on  securities  . 

Interest  income  from  assets  held  in  trading  accounts . 

Interest  income  from  federal  funds  sold  and  securities  purchased  under 
agreements  to  resell  . 

Total  interest  income . 

Interest  expense 

Interest  on  deposits  . 

Expense  of  federal  funds  purchased  and  securities  sold  under  agreements 

to  repurchase . 

Interest  on  demand  notes  issued  to  the  U  S  Treasury  and  on  other 

borrowed  money  . 

Interest  on  mortgage  indebtedness  and  obligations  under  capitalized 

leases  . 

Interest  on  notes  and  debentures  subordinated  to  deposits . 

Total  interest  expense 

Net  interest  income  . 

Provision  for  loan  and  lease  losses  . 

Provision  for  allocated  transfer  risk  . 

Noninterest  income: 

Service  charges  on  deposit  accounts . 

Other  noninterest  income . 

Total  noninterest  income  . 

Gams  and  losses  on  securities  not  held  in  trading  accounts  . 

Noninterest  expense: 

Salaries  and  employee  benefits 

Expenses  of  premises  and  fixed  assets  (net  of  rental  income) . 

Other  noninterest  expense  . 

Total  noninterest  expense  . 

Income  (loss)  before  income  taxes  and  extraordinary  items  and  other 

adjustments  . 

Applicable  income  taxes  . 

Income  before  extraordinary  items  and  other  adjustments . 

Extraordinary  items  and  adjustments,  net  of  taxes . 

Net  income  . 

Total  cash  dividends  declared  . 


$224  9 
0.3 
7.7 
1353 
0.1 

18  1 


386.5 


$501  9 
5.8 
12.4 
131.7 
5.3 

232 


6803 


$  93  8 
0.1 
2.4 
37  0 


7  3 


1406 


$  2.2 
0.0 
0.0 
14 
0.0 

0.5 


4.1 


2133 


374.3 


81  2 


1.7 


20.5 


48  4 


19 


0  1 


1.2 


5  3 


04 


00 


04 

0.1 


06  02 

0.7  03 


0  0 
0  0 


235  4 


4293 


84  0 


1.7 


151.1 

7.7 

00 


251.0 
28  0 
0.1 


566 

18.8 

00 


2  3 
03 
00 


6  7 
15.2 


191  5.3 

72  8  6.2 


0  1 
0.2 


21  9 


91  9 


11.5 


04 


1.2 


16 


1.0 


55  2 
165 
41.0 


118.8 
31  9 
87  6 


23  1 
6  4 
19  8 


08 
0  1 
0.5 


112.7 


238  3 


49  4 


1.4 


53  8 
8  8 
450 
03 


78  2 

17.1 

61.1 
04 


1.0 

-2.5 

3.5 


1  0 
0  1 
0  8 
00 


45  3 


61.5 


3  5 


0  8 


162 


24.5 


5.1 


00 


Recoveries  credited  to  allowance  for  possible  loan  losses 
Losses  charged  to  allowance  for  possible  loan  losses 

Net  loan  losses  . 

Ratio  to  total  operating  income 
Interest  on  deposits 
Other  interest  expense 
Salaries  and  employee  benefits 
Other  noninterest  expense 
Total  operatmg  expenses 


2  0 
7  0 


5  3  2  0 

31.3  198 


0.1 
0  3 


4  9 


26  1 


17.7 


0  2 


52  2 
5  4 
13.5 
14  1 
85  2 


48  5 
7.1 
15.4 
15  5 
86  5 


53  4 
1.8 
15  2 
17  3 
87  7 


37  8 
00 
15  6 
156 
68  9 


Ratio  of  net  income  to  total  equity  capital  (end  of  period)-percent 


6  5 


63 


1  4 


15  4 


*  Nonnationa!  banks  in  the  District  of  Columbia  are  supervised  by  the  Comptroller  of  the  Currency  Nonnational  bank  data  are  not  included  in 
U  S  aggregates 

NOTES  Foreign  offices  are  defined  to  include  Edge  Act  and  Agreement  subsidiaries  in  the  U  S  ,  branches  located  in  Puerto  Rico,  the  Virgin 
Islands  and  U  S  Trust  Territories  and  branches  and  subsidiaries  located  in  foreign  countries 
Dashes  indicate  amounts  of  less  than  $50,000 

Data  are  from  the  consolidated  reports  of  income  filed  quarterly  by  all  national  banks  Five  national  noninsured  trust  companies  are 
not  included  in  this  table,  nor  are  seven  national  banks  that  did  not  report 
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Income  and  expenses  of  foreign  and  domestic  offices  and  subsidiaries  of  national  banks,  June  30,  1985 

(Dollar  amounts  in  millions) 


4,962  banks * 

Consolidated 
foreign  and 
domestic 

Percent 

distribution 

Interest  income: 

Interest  and  fee  income  on  loans  . 

$55,802 

75  2 

Income  from  lease  financing  receivables  . 

819 

1  1 

Interest  income  on  balances  due  from  depository  institutions . 

4,406 

59 

Interest  and  dividend  income  on  securities  . 

9,557 

12  9 

Interest  income  from  assets  held  in  trading  accounts  . 

937 

1  3 

Interest  income  from  federal  funds  sold  and  securities  purchased  under  agreements  to 

resell  . 

2,681 

36 

Total  interest  income  . 

74,202 

100  0 

Interest  expense: 

Interest  on  deposits . 

39,484 

82  0 

Expense  of  federal  funds  purchased  and  securities  sold  under  agreements  to 

repurchase . 

5,484 

11  4 

Interest  on  demand  notes  issued  to  the  U  S  Treasury  and  on  other  borrowed  money 

2,749 

5.7 

Interest  on  mortgage  indebtedness  and  obligations  under  capitalized  leases . 

110 

0.2 

Interest  on  notes  and  debentures  subordinated  to  deposits . 

309 

0.6 

Total  interest  expense . 

48,136 

999 

Net  interest  income  . 

26,066 

Provision  for  loan  and  lease  losses  . 

4,934 

Provision  for  allocated  transfer  risk . 

25 

Noninterest  income: 

Service  charges  on  deposit  accounts  . 

2,083 

22  5 

Other  noninterest  income  . 

7,174 

77  5 

Total  noninterest  income . 

9,257 

100  0 

Gains  and  losses  on  securities  not  held  in  trading  accounts . 

407 

Noninterest  expense: 

483 

Salaries  and  employee  benefits  . 

11,728 

Expenses  of  premises  and  fixed  assets  (net  of  rental  income)  . 

3,904 

16  1 

Other  noninterest  expense . 

8,646 

35  6 

Total  noninterest  expense . 

24,278 

100  0 

Income  (loss)  before  income  taxes  and  extraordinary  items  and  other  adjustments . 

6,494 

Applicable  income  taxes . 

1,619 

Income  before  extraordinary  items  and  other  adjustments  . 

4,874 

Extraordinary  items  and  adjustments,  net  of  taxes  . 

166 

Net  income . 

5,040 

Total  cash  dividends  declared  . 

2,289 

Recoveries  credited  to  allowance  for  possible  loan  losses . 

847 

Losses  charged  to  allowance  for  possible  loan  losses  . 

4,231 

Net  loan  losses  . 

3,384 

Ratio  to  total  operating  income: 

473 

Interest  on  deposits . 

Other  interest  expense  . 

10  4 

Salaries  and  employee  benefits  . 

14  1 

Other  noninterest  expense . 

15  0 

Total  operating  expenses . 

86  8 

Ratio  of  net  income  (annualized)  to 

066 

10  94 

Total  assets  (end  of  period) . 

Total  equity  capital . 

*  Excludes  five  national  noninsured  trust  companies  and  seven  national  banks  that  did  not  report 


119 


Domestic  office  deposits  of  national  banks,  by  states,  June  30,  1985 


(Dollar  amounts  in  millions) 


Total  demand 
deposits  at 
domestic 
offices 

NOW 

and 

automatic 

transfer 

accounts 

Non- 

transaction 

savings 

accounts 

Time 

certificates 
of  deposit 
of  $100,000 
or  more 

Other 
large  time 
deposits 

All  other 
time  de¬ 
posits  at 
domestic 
offices 

Total 
deposits 
at  foreign 
offices 

Total 

consoli¬ 

dated 

deposits 

Brokered 

deposits 

All  national  banks 

$230,942 

$43  389 

$272,969 

$153,298 

$19,121 

$236,802 

$211,516 

$1,168,036 

$18,178 

Alabama 

2.172 

343 

2,170 

1,410 

340 

2,967 

129 

9,531 

145 

Alaska 

667 

17 

637 

336 

1 

194 

2 

1,854 

1 

Arizona 

2,991 

436 

4,267 

1,514 

5 

3,340 

28 

12,582 

0 

Arkansas 

1,555 

368 

2,110 

1,090 

72 

2,458 

9 

7,661 

11 

California 

29,617 

5,912 

40,910 

22,824 

2,345 

22,960 

44,369 

168,937 

2,715 

Colorado 

3,538 

674 

4,044 

2,360 

221 

2,215 

153 

13,204 

136 

Connecticut  . 

3,394 

618 

2,798 

642 

302 

2,387 

409 

10,549 

144 

Delaware 

161 

19 

923 

1,413 

2 

455 

0 

2,972 

8 

District  of  Columbia* 

2.541 

474 

3,397 

1,804 

34 

808 

1,816 

10,873 

287 

Florida 

11,212 

3,045 

16,960 

5,057 

362 

10,503 

668 

47,807 

241 

Georgia 

5,410 

819 

4,150 

2,105 

83 

3,950 

1,059 

17,575 

424 

Hawaii . 

40 

1 

67 

33 

0 

30 

0 

171 

0 

Idaho . 

687 

245 

1.412 

504 

4 

1,667 

0 

4,518 

92 

Illinois  . 

13,051 

1,869 

12,698 

10,057 

1,549 

14,523 

23,231 

76,977 

1,181 

Indiana 

4,031 

697 

5,046 

2,045 

25 

7,050 

343 

19,238 

31 

Iowa 

1,412 

378 

1,693 

451 

1 

3,257 

25 

7,218 

66 

Kansas 

1,531 

404 

2,116 

1,264 

78 

2,725 

0 

8,117 

19 

Kentucky . 

2,086 

499 

2,049 

1,019 

32 

3,361 

125 

9,170 

164 

Louisiana 

3,390 

587 

3,557 

3,571 

18 

3,070 

22 

14,215 

224 

Maine 

373 

156 

645 

97 

3 

474 

0 

1,747 

0 

Maryland  . 

3,310 

424 

3,883 

918 

7 

2,860 

557 

11,958 

301 

Massachusetts 

6.940 

969 

6,909 

3,217 

770 

2,318 

6,714 

27,837 

458 

Michigan . 

6,552 

882 

8,650 

2,903 

123 

8,734 

1,503 

29,346 

500 

Minnesota 

4,905 

1,048 

4,538 

5,279 

509 

6,118 

3,196 

25,592 

1,797 

Mississippi  . 

1,383 

305 

1,365 

1,064 

5 

2,256 

28 

6,406 

0 

Missouri  . 

4,444 

609 

2,968 

2,710 

267 

3,688 

596 

15,282 

299 

Montana 

478 

229 

824 

287 

36 

1,259 

0 

3,113 

2 

Nebraska 

1,431 

445 

1,606 

567 

18 

3,174 

0 

7,241 

2 

Nevada 

737 

214 

772 

410 

0 

587 

0 

2,720 

127 

New  Hampshire 

538 

243 

852 

221 

2 

602 

0 

2,458 

0 

New  Jersey  . 

9,224 

1,448 

11,464 

2,227 

105 

8,389 

306 

33,164 

37 

New  Mexico . 

890 

164 

1,529 

1,034 

26 

1,214 

0 

4,858 

0 

New  York 

27,288 

3,141 

30,119 

10,360 

5,594 

18,150 

101,934 

196,586 

738 

North  Carolina 

4,805 

1,274 

5,759 

2,512 

237 

5,149 

2,204 

21,940 

565 

North  Dakota 

369 

182 

597 

246 

0 

1,202 

0 

2,595 

4 

Ohio  . 

9,209 

2.358 

13,449 

4.392 

288 

15,183 

670 

45,548 

324 

Oklahoma 

3,231 

601 

3,631 

5,029 

17 

4,187 

146 

16,843 

246 

Oregon  . 

1,856 

889 

3,179 

663 

0 

2,528 

63 

9,178 

142 

Pennsylvania 

12,727 

2,322 

18,000 

6,597 

797 

16,029 

6,462 

62,934 

1,095 

Rhode  Island 

902 

127 

1,476 

836 

269 

1,000 

927 

5,536 

321 

South  Carolina 

1,811 

493 

1,872 

248 

2 

1,508 

0 

5,935 

0 

South  Dakota 

430 

254 

1,129 

2,020 

10 

2,097 

0 

5,940 

696 

Tennessee 

3,475 

740 

3,530 

1,752 

23 

5,021 

59 

14,600 

10 

Texas 

21,873 

3,152 

17,040 

31,751 

4,172 

15,774 

12,268 

106,030 

4,084 

Utah 

1,042 

285 

1,147 

836 

4 

1,297 

140 

4,751 

0 

Vermont 

214 

70 

458 

48 

5 

430 

0 

1,225 

1 

Virginia 

2,778 

810 

3,201 

1,325 

103 

4,995 

82 

13,294 

110 

Washington 

4,238 

1,256 

5,586 

2,165 

38 

5,476 

933 

19,691 

373 

West  Virginia 

1,050 

300 

1.886 

443 

7 

2,782 

0 

6,467 

3 

Wisconsin 

2,520 

433 

3,192 

1,309 

29 

3,736 

343 

11,561 

54 

Wyoming 

431 

163 

712 

330 

182 

667 

0 

2,486 

0 

*  Includes  national  and  nonnational  banks  in  the  District  of  Columbia,  all  of  which  are  supervised  by  the  Comptroller  of  the  Currency 
NOTE  Figures  may  not  add  to  totals  due  to  rounding 
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Domestic  office  loans  of  national  banks,  by  states,  June  30,  1985 

(Dollar  amounts  in  millions) 


Total 

loans, 

gross 

Loans 
secured 
by  real 
estate 

Loans  to 
financial 
institutions 

Loans  to 
farmers 

Commercial 

and 

industrial 

loans 

Personal 
loans  to 
individuals 

Other 

loans 

Total 

loans  less 
unearned 
income 

Total  loans 
at  foreign 
offices 

All  national  banks  . . . . 

$958,462 

$234,368 

$17,639 

$18,802 

$263,260 

$170,997 

$89  489 

$948,063 

$163,903 

Alabama . 

7,229 

1,833 

61 

66 

2,367 

1,869 

998 

7,026 

36 

Alaska . 

1,478 

462 

0 

8 

574 

200 

228 

1,476 

6 

Arizona . 

9,838 

3,079 

236 

421 

2,776 

2,733 

545 

9,805 

48 

Arkansas  . 

5,173 

1,810 

58 

203 

1,750 

1,041 

304 

5,067 

7 

California  . 

145,663 

42,648 

1,414 

3,285 

29,847 

21,283 

9,025 

145,467 

38,155 

Colorado  . 

10,105 

3,226 

65 

544 

3,451 

2,032 

784 

10,081 

3 

Connecticut . 

8,857 

2,731 

156 

14 

3,228 

2,003 

528 

8,700 

197 

Delaware  . 

7,138 

399 

1 

0 

238 

6,270 

230 

7,136 

0 

District  of  Columbia* 

7,592 

2,318 

354 

177 

2,054 

708 

1,103 

7,550 

879 

Florida  . 

34,812 

13,651 

311 

122 

8,008 

9,642 

2,717 

34,016 

361 

Georgia  . 

14,788 

3,515 

188 

84 

4,607 

3,935 

2,215 

14,596 

245 

Hawaii . 

107 

60 

0 

0 

32 

14 

1 

107 

0 

Idaho  . 

3,703 

979 

0 

458 

1,078 

918 

270 

3,678 

0 

Illinois  . 

66,027 

10,968 

1,467 

1,153 

22,589 

7,807 

6,639 

65,559 

15,404 

Indiana . 

13,567 

4,126 

400 

339 

3,587 

3,162 

1,773 

13,369 

179 

Iowa  . 

4,653 

1,234 

57 

830 

1,166 

952 

402 

4,630 

11 

Kansas  . 

5,108 

1,123 

45 

838 

1,736 

1,034 

333 

5.079 

0 

Kentucky  . 

6,937 

1,871 

62 

291 

2,033 

1,573 

1,016 

6.804 

91 

Louisiana  . 

9,909 

2,950 

54 

79 

3,350 

2,317 

1,123 

9,743 

37 

Maine  . 

1,324 

494 

1 

5 

421 

301 

102 

1,323 

0 

Maryland . 

10,301 

3,040 

148 

43 

2,740 

2,584 

1,127 

10,213 

619 

Massachusetts  . 

24,483 

4,373 

402 

26 

9,314 

2,782 

2,552 

24,274 

5,034 

Michigan  . 

20,492 

5,955 

231 

156 

7,619 

3,480 

2,374 

20,438 

677 

Minnesota  . 

21,238 

4,449 

179 

842 

7,978 

2,975 

3,544 

21,056 

1,271 

Mississippi . 

4,308 

1,424 

84 

91 

1,191 

1,199 

319 

4,162 

0 

Missouri  . 

11,618 

3,038 

442 

368 

3,469 

2,339 

1,590 

11,528 

372 

Montana  . 

2,196 

488 

2 

372 

750 

483 

101 

2,166 

0 

Nebraska 

4,845 

746 

120 

1,377 

1,175 

972 

455 

4.836 

0 

Nevada  . 

2,091 

761 

37 

11 

612 

556 

115 

2,091 

0 

New  Hampshire 

1,961 

680 

10 

1 

592 

570 

108 

1,905 

0 

New  Jersey  . 

23,761 

8,527 

652 

12 

7,618 

4,906 

1,928 

23,356 

119 

New  Mexico . 

3,289 

954 

55 

144 

1,188 

806 

142 

3,226 

0 

New  York . 

168,797 

20,167 

3,390 

356 

28,169 

16,429 

10,650 

166,055 

89,636 

North  Carolina . 

18,795 

4,681 

480 

222 

6,084 

4,394 

2,240 

18,660 

694 

North  Dakota . 

1,749 

407 

3 

362 

560 

330 

87 

1,745 

0 

Ohio  . 

35,488 

9,523 

505 

386 

10,094 

10,250 

4,333 

34,825 

397 

Oklahoma  . 

11,220 

3,489 

177 

671 

4,119 

1,540 

1,224 

11,128 

0 

Oregon . 

7,983 

2,194 

135 

268 

2,528 

1,496 

1,294 

7,919 

70 

Pennsylvania . 

53,091 

10,270 

3,400 

173 

18,093 

7,939 

9,678 

52,417 

3,538 

Rhode  Island . 

4,663 

1,277 

183 

3 

1,596 

757 

578 

4,640 

269 

South  Carolina  . 

4,666 

1,184 

119 

58 

1,299 

1,441 

564 

4,530 

0 

South  Dakota 

10,284 

448 

10 

670 

739 

8,242 

175 

10,268 

0 

Tennessee 

10,605 

2,924 

212 

104 

3,374 

2,413 

1,568 

10,455 

9 

Texas  . 

87,322 

28,516 

1,447 

1,819 

33,367 

10,665 

7,685 

86  423 

3,822 

Utah  . 

3,825 

1,414 

12 

65 

1,168 

871 

296 

3,800 

0 

Vermont  . 

930 

431 

3 

14 

249 

200 

33 

930 

0 

Virginia  . 

1 1 ,686 

3,703 

76 

127 

2,717 

3,673 

1,360 

1 1 ,304 

30 

Washington . 

18,610 

5,059 

129 

701 

5,832 

3,675 

1,830 

1 8,534 

1,383 

West  Virginia 

3,911 

1,524 

5 

12 

721 

1,450 

198 

3,779 

0 

Wisconsin  . 

8,738 

2,849 

60 

251 

2,816 

1,490 

969 

8,690 

304 

Wyoming . 

1,506 

396 

3 

180 

598 

295 

35 

1,499 

0 

*  Includes  national  and  nonnational  banks  in  the  District  of  Columbia,  all  of  which  are  supervised  by  the  Comptroller  of  Ce  Cu  er  cy 


NOTE:  Figures  may  not  add  to  totals  due  to  rounding 
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Outstanding  balances,  credit  cards  and  related  plans  of  national  banks,  June  30,  1985 

(Dollar  amounts  in  thousands) 


Total 

number 

of 

national 

banks 

Credit  cards  and 
other  related  credit  plans 

Number  of 
national  banks 

Outstanding 

volume 

All  national  banks  . 

4,963 

2,295 

$52,216,992 

Alabama  . 

65 

18 

222,401 

Alaska  . 

6 

5 

67,522 

Arizona  . 

10 

8 

617,051 

Arkansas  . 

78 

1 1 

63  533 

California  . 

165 

145 

9,507^572 

Colorado  . 

235 

198 

711,891 

Connecticut  . 

14 

8 

370  675 

Delaware  . 

14 

1 1 

5  010  637 

District  of  Columbia  . 

19 

17 

1 42  555 

Florida  . 

186 

70 

1,749,662 

Georgia  . 

55 

31 

1,368,041 

Hawaii  . 

3 

2 

2,902 

Idaho  . 

7 

6 

132,650 

Illinois . 

405 

182 

3,187,299 

Indiana  . 

111 

75 

585,407 

Iowa  . 

110 

54 

282,057 

Kansas  . 

168 

36 

194,639 

Kentucky  . 

78 

33 

137,628 

Louisiana . 

69 

19 

470,602 

Maine 

8 

6 

56,299 

Maryland  . 

26 

13 

1,185,023 

Massachusetts  . 

58 

47 

768,733 

Michigan  . 

119 

87 

944,152 

Minnesota  . 

213 

145 

333,670 

Mississippi  . 

32 

6 

116,362 

Missouri  . 

130 

70 

690,148 

Montana  .  . 

55 

30 

38,166 

Nebraska  . 

123 

36 

264,348 

Nevada  . 

6 

4 

35,025 

New  Hampshire . 

25 

21 

59,601 

New  Jersey . 

72 

50 

636,691 

New  Mexico  . 

46 

11 

146,710 

New  York  .  .  .  . 

105 

52 

4,806,490 

North  Carolina  . 

17 

15 

990,354 

North  Dakota  .  .  .  . 

42 

24 

22,220 

Ohio .  . 

148 

102 

2,161,740 

Oklahoma  . 

231 

53 

177,361 

Oregon  . 

7 

4 

399,034 

Pennsylvania  . 

192 

56 

643,030 

Rhode  Island 

4 

3 

215,111 

South  Carolina  . 

20 

15 

302,651 

South  Dakota  . 

25 

10 

7.838,590 

Tennessee  . 

59 

18 

426,103 

Texas  . 

1,037 

295 

1,468,653 

Utah  . 

7 

4 

121,443 

Vermont  . 

12 

4 

27,026 

Virginia  . 

47 

16 

751,954 

Washington  . 

24 

9 

1,296,146 

West  Virginia  . 

100 

23 

63,721 

Wisconsin  . 

118 

98 

443,019 

Wyoming  . 

57 

39 

12,706 

District  of  Columbia — all* . 

20 

18 

142,798 

'  Inc  j des  the  nonnational  bank  in  the  District  of  Columbia,  which  is  supervised  by  the  Comptroller  of  the  Currency 
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National  banks  engaged  in  lease  financing,  June  30,  1985 

(Dollar  amounts  in  thousands) 


Total  number 


Number  of  banks 


Amounts  of  lease 


of  national 
banks 


engaged  in  lease 
financing 


financing  at 
domestic  offices 


All  national  banks 

Alabama  . 

Alaska  . 

Arizona . 

Arkansas  . 

California . 

Colorado  . 

Connecticut . 

Delaware . 

District  of  Columbia  . 
Florida  . 


4,963 


1.164 


$12,669,995 


65 

6 

10 

78 

165 

235 

14 

14 

19 

186 


14 

2 

2 

23 

51 

89 

3 

1 

6 

32 


50,484 

7,574 

160,315 

20,080 

3,655,388 

148,634 

36,233 

10,032 

35,091 

185,869 


Georgia 

Hawaii  . 

Idaho 

Illinois  . . 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 


55 

3 

7 

405 

111 

110 

168 

78 

69 

8 


18 

1 

3 

86 

37 
26 

38 
20 
10 

2 


221,840 

513 

82,819 

124.307 

228,770 

13,472 

37,407 

150,349 

70,576 

6,789 


Maryland  . 

Massachusetts 
Michigan  . 
Minnesota 
Mississippi 

Missouri  . 

Montana 

Nebraska 

Nevada  . 

New  Hampshire 


26 

58 

119 

213 

32 

130 

55 

123 

6 

25 


7 

20 

21 

74 

6 

36 

13 

41 

2 

3 


188,625 
826,186 
229,628 
168,114 
1 1 ,802 
172,398 
2,105 
71,297 
21,968 
2,154 


New  Jersey  . 
New  Mexico 
New  York  . 
North  Carolina 
North  Dakota 

Ohio  . 

Oklahoma 
Oregon 
Pennsylvania 
Rhode  Island 


72 

46 

105 

17 

42 

148 

231 

7 

192 

4 


18 

20 

27 

6 

16 

64 

66 

2 

23 

2 


188,773 

15,229 

1,579,296 

519,063 

9,846 

793,865 

21,077 

242,670 

803,983 

325,305 


South  Carolina 
South  Dakota 
Tennessee 

Texas  . 

Utah  . 

Vermont 

Virginia . 

Washington 
West  Virginia 
Wisconsin 
Wyoming 


District  of  Columbia — all*  . 

*  Includes  the  nonnational  bank  in  the  District 


20 

25 

59 

1,037 

7 

12 

47 

24 

100 

118 

57 


20 


of  Columbia,  which  is  supervised  by  the  Comptroller 


3 

8 

25 

121 

2 

0 

9 

9 

12 

30 

14 


38,939 

1,617 

63,174 

411,651 

102,184 

0 

184,594 

366,931 

6,548 

83,108 

1,323 


6 


35,091 


of  the  Currency 
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Total  loans  and  leases  past  due  at  national  banks,  by  states,  June  30,  1985 

(Dollar  amounts  in  millions) 


Number 

of 

banks * 

Type  of  loan 

Real  estate 

Commercial  and 
Industrial 

Personal 

All  other 

Total 

domestic 

loans 

Foreign 

Reporting  national  banks 

4,963 

$10,074 

$12,353 

$4,763 

$5,535 

$35,257 

$  9,880 

Alabama 

65 

39 

69 

52 

13 

186 

0 

Alaska 

6 

30 

33 

4 

15 

93 

1 

Arizona 

10 

126 

127 

56 

55 

364 

8 

Arkansas  . 

78 

101 

54 

37 

63 

305 

0 

California 

165 

2,866 

2,883 

618 

1,123 

7,541 

2,332 

Colorado 

235 

149 

112 

67 

214 

697 

0 

Connecticut 

14 

55 

122 

63 

13 

255 

20 

Delaware 

14 

16 

3 

231 

3 

253 

0 

District  of  Columbia! 

19 

120 

110 

11 

18 

262 

53 

Florida 

186 

506 

280 

174 

94 

1,095 

18 

Georgia 

55 

79 

133 

104 

46 

371 

18 

Hawaii . 

3 

1 

— 

1 

1 

5 

0 

Idaho 

7 

48 

60 

23 

34 

161 

0 

Illinois  . 

405 

420 

660 

193 

286 

1,820 

802 

Indiana  . 

111 

119 

66 

74 

87 

409 

14 

Iowa 

110 

38 

13 

25 

81 

277 

2 

Kansas  . 

168 

28 

20 

24 

61 

200 

0 

Kentucky . 

78 

52 

45 

31 

54 

216 

5 

Louisiana 

69 

166 

176 

90 

60 

529 

0 

Maine 

8 

16 

11 

7 

4 

39 

0 

Maryland 

26 

67 

81 

121 

16 

288 

20 

Massachusetts 

58 

163 

305 

77 

91 

653 

307 

Michigan 

119 

213 

224 

70 

87 

646 

12 

Minnesota 

213 

241 

306 

73 

211 

1,019 

120 

Mississippi . 

32 

59 

32 

34 

24 

161 

0 

Missouri 

130 

122 

116 

60 

95 

479 

60 

Montana 

55 

21 

11 

19 

65 

177 

0 

Nebraska 

123 

27 

16 

25 

108 

265 

0 

Nevada 

6 

43 

23 

13 

3 

82 

0 

New  Hampshire 

25 

17 

11 

15 

10 

56 

0 

New  Jersey . 

72 

265 

264 

117 

93 

762 

7 

New  Mexico . 

46 

33 

26 

22 

67 

195 

0 

New  York 

105 

682 

1,400 

679 

271 

3,058 

5,307 

North  Carolina 

17 

53 

142 

79 

34 

309 

18 

North  Dakota 

42 

16 

— 

8 

34 

104 

0 

Ohio  . 

148 

374 

386 

233 

127 

1,186 

29 

Oklahoma 

231 

178 

219 

48 

174 

835 

0 

Oregon 

7 

149 

130 

36 

53 

370 

5 

Pennsylvania 

192 

382 

735 

209 

399 

1,763 

196 

Rhode  Island 

4 

18 

61 

16 

19 

115 

34 

South  Carolina 

20 

31 

32 

21 

17 

106 

0 

South  Dakota 

25 

15 

29 

306 

92 

459 

0 

Tennessee 

59 

86 

110 

63 

40 

320 

0 

Texas 

1,037 

1,127 

1,895 

253 

773 

4,469 

370 

Utah 

7 

137 

42 

27 

16 

224 

0 

Vermont 

12 

12 

14 

5 

4 

37 

0 

Virginia 

47 

97 

61 

65 

29 

266 

5 

Washington 

24 

288 

523 

94 

104 

1,016 

117 

West  Virginia 

100 

69 

14 

48 

29 

184 

0 

Wisconsin 

118 

92 

150 

33 

83 

417 

1 

Wyoming 

57 

22 

18 

10 

46 

151 

0 

'Does  not  include  five  national,  noninsured  trust  companies  and  seven  national  banks 

*  '  .  udes  the  nonnational  bank  in  the  District  of  Columbia  which  is  supervised  by  the  Comptroller  of  the  Currency 

NOTE  Sum  of  Real  estate  Commercial  and  industrial.  Personal  and  All  other  past  due  loans  and  leases  is  less  than  the  Total  domestic  because 
r  or  accrual  loans  are  not  reported  by  loan  type  by  banks  filing  the  abbreviated  Report  of  Condition,  and  as  a  result  are  counted  in  the  total  tig 

ure  only 

Dashes  indicate  amounts  of  less  than  $500,000 
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Average  national  banks'  percent  of  loans  past  due  at  domestic  offices,  by  assets 


Assets  in  millions  ot  dollars 


Less 

than 

$10 

$10 

to 

$20 

$20 

to 

$25 

$25 

to 

$40 

$40 

to 

$100 

$100 

to 

$300 

$300 

to 

$900 

$900 

to 

$5,000 

$5,000 

or 

more 

All 

national 

banks 

Real  estate 

March  1984  . 

25 

3.8 

4.2 

4.0 

3.5 

3.0 

3.7 

4  3 

50 

36 

June  1984  . 

2.2 

3.9 

3.4 

3.6 

3.3 

2.7 

3.4 

3  6 

4  8 

33 

September  1984 

2.1 

3.4 

3.5 

36 

3.3 

28 

3.4 

4  0 

4  5 

3.2 

December  1984 

2.0 

3.6 

3.9 

3.8 

3.6 

3.0 

4.0 

4  4 

5  7 

35 

March  1985  . 

2.3 

3.8 

4  0 

40 

3.7 

3.1 

4  0 

4.2 

5.0 

3.6 

June  1985 

2.2 

3.9 

3.6 

3.5 

3.5 

3.1 

3.9 

3.8 

4  9 

3.4 

Commercial  and 
industrial 

March  1984  . 

NA 

NA 

NA 

NA 

NA 

NA 

5.1 

6.3 

64 

55 

June  1984  . 

NA 

NA 

NA 

NA 

NA 

NA 

5.0 

5.2 

5.5 

5.0 

September  1984 

NA 

NA 

NA 

NA 

NA 

NA 

49 

5.1 

53 

4  8 

December  1984 

NA 

NA 

NA 

NA 

NA 

NA 

5.0 

5  1 

5.5 

4.9 

March  1985  . 

NA 

NA 

NA 

NA 

NA 

NA 

5.1 

5.0 

5.4 

4  9 

June  1985 

NA 

NA 

NA 

NA 

NA 

NA 

5.0 

4  5 

52 

4.7 

Personal 

March  1984  . 

3.4 

5.6 

3.5 

4.1 

3  2 

86 

2.1 

2.2 

2.4 

4  5 

June  1984  . 

2.9 

3.7 

3.2 

3.3 

3.1 

2.6 

2.0 

2.1 

2.3 

30 

September  1984 

2.6 

3.5 

2.9 

34 

3.1 

2.5 

2.2 

2  4 

2.2 

30 

December  1984 

2.8 

3.8 

3.5 

3.6 

3.2 

2.7 

2.4 

2.7 

2.4 

32 

March  1985  . 

2.5 

3.5 

3.7 

3.4 

3.2 

2.5 

2.3 

2.5 

2.6 

3.1 

June  1985 

2.6 

3.4 

3.3 

3.3 

2.9 

2.3 

2.3 

2.4 

2.4 

2.9 

All  other 

March  1984  . 

2.5 

3.7 

4.3 

4.7 

4.2 

3.3 

1.9 

2.2 

3.9 

38 

June  1984  . 

3.4 

4.0 

3.7 

3.7 

3.7 

3.1 

1.9 

2.0 

3.6 

3.5 

September  1984 

2.4 

3.8 

4.1 

4.3 

3  8 

3.3 

1.4 

1  8 

3.3 

50 

December  1984 

2.6 

4.2 

4.5 

4.5 

4  1 

3.5 

2.0 

2.2 

3.4 

38 

March  1985  . 

3.2 

4.3 

4.4 

5.0 

4  8 

3.9 

2.0 

2.4 

3.7 

4.3 

June  1985 

2.8 

4.3 

4.0 

4.2 

4  2 

3.5 

2.1 

20 

3.3 

38 

Total  loans 

March  1984  . 

2.9 

4  4 

4  9 

5.1 

4.7 

4  1 

3.9 

4  0 

4  9 

4  5 

June  1984  . 

2.8 

4  4 

4.3 

4  5 

4  4 

3  8 

3.6 

3.6 

4  4 

4.1 

September  1984 

2.6 

4.4 

4.7 

4  8 

4  5 

4  0 

3.6 

3  7 

4  2 

4  3 

December  1984  ... 

2.7 

5.0 

5.2 

5.3 

49 

4.3 

4  0 

3.9 

4.5 

4  7 

March  1985  . 

3.3 

5.2 

5.9 

5.8 

54 

4.7 

3.9 

3.9 

4  4 

5.1 

June  1985 

3.4 

5.2 

5.1 

5.3 

5.1 

4  5 

3.9 

36 

4.2 

48 

See  notes  at  end  of  tables 
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Average  national  banks'  percent  of  loans  past  due  at  foreign  offices,  by  assets 


Assets  in  millions  of  dollars 

$300 

to 

$900 

$900 

to 

$5,000 

$5,000 

or 

more 

All 

national 

banks 

All  foreign  office  loans 

March  1984  . 

7.2 

86 

86 

84 

June  1984  . 

9.3 

6.9 

9.3 

8.0 

September  1984  . 

98 

8.7 

8.2 

8.8 

December  1984  . 

113 

76 

7  8 

8.2 

March  1985  . 

9  1 

7.4 

8.2 

7  9 

June  1985  . 

98 

7.7 

7  4 

8.0 

NOTES: 


These  figures  include  non-accrual  and  past  due  loan  and  lease  financing  receivables. 

Past  due  loans— These  items  are  (1 )  single  payment  notes  30  days  or  more  past  maturity;  (2)  single  payment  notes 
with  interest  due  at  specified  intervals  and  demand  notes  on  which  interest  is  due  and  unpaid  for  30  days  or  more; 
(3)  amortizing  real  estate  loans  and  closed-end  monthly  installment  loans  and  lease  financing  receivables  in 
arrears  two  or  more  monthly  payments,  or,  if  scheduled  other  than  monthly,  when  one  scheduled  payment  is  due 
and  unpaid  for  30  days  or  more;  (4)  open-end  credit  accounts  on  which  the  customer  has  not  made  the  minimum 
monthly  payment  for  two  or  more  billing  cycles;  and  (5)  unplanned  overdrafts  outstanding  30  days  or  more  after 
origination. 

Non-accrual  loans — These  items  are  (1)  those  maintained  on  a  cash  basis  because  of  deterioration  in  the  financial 
position  of  the  borrower;  and  (2)  those  on  which  principal  or  interest  has  been  in  default  for  a  period  of  90  days  or 
more  unless  the  obligation  is  both  well  secured  and  in  the  process  of  collection,  in  which  case  it  is  considered 
merely  past  due. 

Average  banks'  percent  of  loans  past  due—  Percentages  reported  are  averages  of  individual  banks’  percentages 
of  loans  past  due  with  each  bank  accorded  the  same  weight  regardless  of  size;  those  individual  bank  percentages 
are  based  on  dollar  value  of  loans  past  due.  All  figures  are  as  of  the  last  day  of  the  month  indicated. 

Loan  categories — The  loan  categories  for  this  table  correspond  to  those  for  the  report  of  condition  except  for 
"Other  loans.”  "Other  loans”  includes  loans  to  financial  institutions,  loans  for  purchasing  or  carrying  securities, 
loans  to  farmers  and  all  other  loans  not  included  in  the  specified  categories. 

Data  for  prior  periods,  based  on  slightly  different  definitions,  may  be  found  in  the  Quarterly  Journal,  Volume  2, 
Number  1,  pp.  229-232. 

Beginning  March  1984,  past  due  commercial  and  industrial  loans  of  banks  with  less  than  $300  million  in  assets 
have  been  combined  with  all  other  loans. 
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